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Presidential  Documents 


Title  3— THE  PRESIDENT 

Executive  Order  10946 

ESTABLISHING  a  program  for 

RESOLVING  LABOR  DISPUTES  AT 

MISSILE  AND  SPACE  SITES 

WHEREAS  a  successful  missile  pro¬ 
gram  is  vital  to  our  national  security, 
and  a  successful  space  program  is  vital  to 
the  national  interest,  therefore  uninter¬ 
rupted  and  economical  operations  at 
missile  and  space  sites  are  imperative; 

^WHEREAS  manufacturers,  construc¬ 
tion  concerns  and  labor  unions  involved 
in  the  missile  and  space  programs  have 
pledged  their  cooperation  in  avoiding  un- 
econmical  operations  and  work  stop¬ 
pages  at  missile  and  space  sites;  and 

WHEREAS  the  Government  has  the 
clear  responsibility  for  encouraging  such 
cooperation  and  providing  a  proper 
framework  for  its  effective  operation: 

NOW  THEREFORE,  by  virtue  of  the 
authority  vested  in  me  as  President  of 
the  United  States,  it  is  ordered  as 
follows: 

Section  1.  For  the  purpose  of  develop¬ 
ing  policies,  procedures,  and  methods  of 
adjustment  for  labor  problems  at  mis¬ 
sile  and  space  sites,  there  is  hereby  es¬ 
tablished  a  Missile  Sites  Labor  Commis¬ 
sion  composed  of :  the  Secretary  of  La¬ 
bor,  hereby  designated  as  Chairman;  the 
Director  of  the  Federal  Mediation  and 
Conciliation  Service,  hereby  designated 
as  Vice-chairman;  three  representatives 
of  the  public,  three  representatives 
drawn  from  labor  and  three  representa¬ 
tives  drawn  from  management,  as  des¬ 
ignated  by  the  President. 

Alternates  may  be  designated  by  each 
member  of  the  Commission. 

In  carrying  out  its  duties  the  Commis¬ 
sion  shall  consult  fully  with  the  Secre¬ 
tary  of  Defense,  the  Administrator  of  the 
National  Aeronautics  and  Space  Admin¬ 
istration,  and  the  Chairman  and  the 
General  Counsel  of  the  National  Labor 
Relations  Board,  and  such  officers  and 
the  officers  of  other  Government  agen¬ 
cies  concerned  shall  cooperate  fully  with 
the  Commission. 

The  Commission  is  hereby  empowered 
to  employ  an  Executive  Secretary  and  to 
delegate  such  powers  to  its  Chairman, 
Vice-chairman  and  Executive  Secretary 
as  it  may  deem  appropriate.  Subject  to 
the  provisions  of  Section  9  of  this  order, 
the  Commission  may  employ  such  staff 
as  may  be  necessary  and  may  incur 
other  necessary  expenditures. 

Sec.  2.  The  Commission  shall  arrange 
for  the  establishment  at  each  missile  or 
space  site  of  appropriate  Missile  Site 
labor  Relations  Committees.  Such 
Committees  shall  be  composed  of  repre¬ 
sentatives  of  manufacturers  and  con¬ 
struction  concerns,  labor  organizations, 
contracting  agencies  and  a  Mediator  as¬ 
signed  by  the  Federal  Mediation  and 
Conciliation  Service.  These  Committees 


will  be  so  constituted  and  instructed  as 
to  take  account  of  any  necessary  and  ap¬ 
propriate  distinctions  in  representa¬ 
tional  interests.  It  shall  be  the  primary 
functions  of  such  Committees  to  antici¬ 
pate  impending  problems  and  to  arrange 
for  proper  disposition  of  them  prior  to 
.the  time  that  such  problems  become 
acute,  utilizing  fully  all  voluntary  settle¬ 
ment  procedures  already  in  existence, 
and  encouraging  establishment  of  ade¬ 
quate  grievances  and  jurisdictional  pro¬ 
cedures  where  such  procedures  do  not 
now  exist,  to  the  end  of  preventing  any 
interruptions  of  efficient  performance  of 
work.  The  Commission  will  take  such 
steps  as  are  necessary  to  assure  that 
labor  organizations  will  assign  appro¬ 
priate  international  union  representa¬ 
tives  to  missile  sites  on  which  their 
members  are  working  for  the  purpose  of 
obtaining  the  full  cooperation  of  each 
such  international  union. 

Sec.  3.  The  Commission  shall  estab¬ 
lish  procedures  whereby  it  will  be  advised 
of  any  labor  relations  problem  at  any 
missile  or  space  site  which  it  appears 
cannot  be  settled  by  the  voluntary  set¬ 
tlement  procedures  already  in  existence 
or  by  action  instituted  by  the  local  Mis¬ 
sile  Site  Labor  Relations  Committee.  In 
such  event  the  Commission  shall  estab¬ 
lish  such  procedures  as  appear  to  it 
necessary  and  appropriate  to  produce  a 
satisfactory  settlement  of  such  problem, 
relying  in  the  first  instance  on  presently 
established  private  or  governmental  pro¬ 
cedures,  including  available  legal  pro¬ 
ceedings,  so  far  as  these  will  be  effective. 

Sec.  4.  The  Commission  is  authorized 
to  establish  special  panels,  composed  of 
members  of  the  Commission  or  others 
(as  designated  by  the  Chairman  of  the 
Commission),  to  hold  hearings  in  dis¬ 
puted  matters  over  which  the  Commis¬ 
sion  has  jurisdiction,  to  make  findings 
of  fact,  to  make  recommendations  for 
the  settlement  of  such  disputes,  to  obtain 
agreement  for  final  and  binding  arbi¬ 
tration  of  such  disputes,  to  mediate  such 
disputes,  to  issue  such  directives  and  to 
take  such  other  action  as  the  Commis¬ 
sion  may  direct.  These  panels  will  be 
so  constituted  as  to  take  account  of  any 
necessary  and  appropriate  distinctions 
in  representational  interests,  and  in  the 
event  of  conflict  between  manufacturing 
and  construction  groups  of  either  indus¬ 
try  or  labor  the  panel  shall  be  composed 
of  public  members  only. 

Sec.  5.  The  Commission  shall  develop 
with  the  federal  contracting  agencies  and 
with  the  parties  programs  for  obtaining, 
in  collective  bargaining  contracts  or 
other  agreements  or  arrangements 
covering  work  at  missile  and  space  sites, 
the  inclusion  of  effective  commitments 
that  there  will  be  no  lockouts  or  work 
stoppages  at  such  sites,  with  adequate 
procedures  being  established  for  the  ex¬ 
peditious  resolution  of  grievances  and 
labor  problems  at  such  sites. 


Sec.  6.  The  Commission  shall  take 
such  other  action  as  will  promote  the 
policies  of  this  order,  and  shall  make 
recommendations  to  government  agen¬ 
cies,  labor  organizations  or  other  au¬ 
thorized  employee  representatives  and 
employers  to  assure  efficient  and  eco¬ 
nomical  completion  of  missile  programs. 

Sec.  7.  Contracting  agencies  shall 
make  appropriate  assignments  of  labor 
relations  representatives  to  each  missile 
or  space  site  on  which  they  are  operat¬ 
ing  and  issue  instructions  and  directives 
to  insure  that  the  policies  and  purposes 
of  this  Order  are  fully  understood  and 
will  be  carried  out  by  the  persons  re¬ 
sponsible  for  the  progress  of  work  on 
a  day-to-day  basis. 

Sec.  8.  The  National  Labor  Relations 
Board  and  the  General  Counsel  of  the 
Board  are  requested  to  establish  accel¬ 
erated  procedures  for  dealing  with  mat¬ 
ters  at  missile  and  space  sites  within 
the  Board’s  jurisdiction,  in  accordance 
with  law,  and  to  make  such  assignment 
of  personnel  as  is  necessary  to  this  end ; 
provided  that  voluntary  procedures  for 
the  adjustment  of  such  matters  shall 
continue  to  be  used  wherever  available, 
appropriate  and  effective  but  the  pro¬ 
visions  of  this  Order  shall  not  affect 
the  authority  of  the  Board  under  the 
National  Labor  Relations  Act,  as 
amended. 

Sec.  9.  The  matter  referred  to  in  this 
Order  is  hereby  found  to  constitute  an 
emergency  affecting  the  national  interest 
within  the  meaning  of  the  provisions  ap¬ 
pearing  under  the  heading  “Emergency 
Fund  for  the  President — National  De¬ 
fense”  in  Title  1  of  the  General  Govern¬ 
ment  Matters  Appropriation  Act,  1961 
(Public  Law  86-642),  approved  July  12, 
1960.  During  the  fiscal  year  1961  the 
expenditures  of  the  commission  may  be 
paid  out  of  an  allotment  made  by  the 
President  from  the  appropriation  made 
under  the  aforesaid  heading  “Emergency 
Fund  for  the  President — National  De¬ 
fense”;  and  during  the  fiscal  year  1962, 
to  the  extent  permitted  by  laV,  such 
expenditures  may  be  similarly  paid  from 
any  corresponding  or  like  appropriation 
made  available  for  such  fiscal  year. 
Such  payments  may  be  made  without 
regard  to  the  provisions  of  (a)  section 
3681  of  the  Revised  Statutes  (31  U.S.C. 
672) ,  (b)  section  9  of  the  act  of  March  4, 
1909,  35  Stat.  1027  (31  U.S.C.  673),  and 
(c)  such  other  provisions  of  law  as  the 
President  may  hereafter  specify.  Mem¬ 
bers,  and  employees  of  the  Commission 
and  panel  members  appointed  under  this 
Order,  shall,  if  not  otherwise  compen¬ 
sated,  receive  such  compensation  and 
allowances  as  the  President  shall  here¬ 
after  fix,  in  a  manner  to  be  hereafter 
determined. 

John  F.  Kennedy 

The  White  House, 

May  26,  1961. 

[F.R.  Doc.  61-6060;  Filed,  May  86,  1961; 

1:32  pjn.] 
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Title  5 — ADMINISTRATIVE 
PERSONNEL 

Chapter  I — Civil  Service  Commission 

PART  6— EXCEPTIONS  FROM  THE 
COMPETITIVE  SERVICE 

Department  of  the  Navy 

Effective  upon  publication  in  the  Fed¬ 
eral  Register,  subparagraph  (1)  of 
paragraph  (a)  of  §  6.306  is  amended  and 
subparagraphs  (6),  (7),  and  (8)  are 
added  to  paragraph  (a)  as  set  out  below. 

§  6.306  Department  of  the  Navy. 

(а)  Office  of  the  Secretary.  (1) 
Three  civilian  aides  or  executive  assist¬ 
ants  to  the  Secretary. 

•  *  •  *  * 

(б)  Two  civilian  aides  or  executive  as¬ 
sistants  to  the  Under  Secretary. 

(7)  Three  civilian  aides  or  executive 
assistants  to  the  Assistant  Secretary  (In¬ 
stallations  and  Logistics). 

(8)  Two  civilian  aides  or  executive  as¬ 
sistants  each  to  the  Assistant  Secretary 
(Research  and  Development)  and  the 
Assistant  Secretary  (Financial  Manage¬ 
ment)  . 

(R.S.  1753,  sec.  2,  22  Stat.  403,  as  amended; 

5  U.S.C.  631,  633) 

United  States  Civil  Serv¬ 
ice  Commission, 

[seal!  Mary  V.  Wenzel, 

Executive  Assistant  to 
the  Commissioners. 

[F.R.  Doc.  61-5038;  Filed,  May  26,  1961; 
10:02  ajn.] 

Title  6— AGRICULTURAL 
CREDIT 

Chapter  IV — Commodity  Stabilization 
Service  and  Commodity  Credit  Cor¬ 
poration,  Department  of  Agriculture 

SUBCHAPTER  D — REGULATIONS  UNDER  SOIL 
BANK  ACT 

[Amdt.  13] 

PART  485— SOIL  BANK 

Subpart — Conservation  Reserve  Pro¬ 
gram  for  1960 

Establishment  and  Maintenance  of 
Vegetative  Cover  and  Practices 

Section  485.513(b)(1)  of  the  regula¬ 
tions  governing  the  Conservation  Re¬ 
serve  Program  for  1960,  24  F.R.  7987,  as 
amended,  is  hereby  further  amended  by 
adding  at  the  end  thereof  the  following : 
“The  destruction  of  the  vegetative  cover 
with  the  approval  of  the  county  commit¬ 
tee  for  the  purpose  of  establishing  a  clean 
cultivated  strip,  not  to  exceed  one  chain 
in  width  (66  feet) ,  on  the  outer  edges  of 
the  conservation  reserve  area  where  nec¬ 
essary  to  prevent  the  spread  of  grasses 
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from  the  conservation  reserve  area  to 
adjoining  cultivated  fields  on  the  same 
farm  or  a  neighboring  farm,  shall  not 
be  considered  a  violation  of  the  con¬ 
tract.” 

(Sec.  124,  70  Stat.  198;  7  U.S.C.  1812) 

Effective  date:  May  24,  1961. 

H.  D.  Godfrey, 
Administrator , 

Commodity  Stabilization  Service. 

I  F.R.  Doc.  61-4970;  Filed,  May  26,  1961; 
8:49  a.m.] 

I  Amdt.  48] 

PART  485— SOIL  BANK 

Subpart — Conservation  Reserve  Pro¬ 
gram  for  1956  Through  1959 

Establishment  and  Maintenance  of 
Vegetative  Cover  and  Practices 

Section  485.157(b)(1)  of  the  regula¬ 
tions  governing  the  Conservation  Re¬ 
serve  Program  for  1956  through  1959,  21 
F.R.  6289,  as  amended,  is  further  amend¬ 
ed  by  adding  at  the  end  thereof  the  fol¬ 
lowing:  “The  destruction  of  the  vege¬ 
tative  cover  with  the  approval  of  the 
county  committee  for  the  purpose  of  es¬ 
tablishing  a  clean  cultivated  strip,  not 
to  exceed  one  chain  in  width  (66  feet) , 
on  the  outer  edges  of  the  conservation 
reserve  area  where  necessary  to  prevent 
the  spread  of  grasses  from  the  conserva¬ 
tion  reserve  area  to  adjoining  cultivated 
fields  on  the  same  farm  or  a  neighbor¬ 
ing  farm,  shall  not  be  considered  a  viola¬ 
tion  of  the  contract.  ” 

(Sec.  124,  70  Stat.  198;  7  U.S.C.  1812) 
Effective  date:  May  24, 1961. 

H.  D.  Godfrey, 
Administrator, 

Commodity  Stabilization  Service. 

[FR.  Doc.  61-4969;  Filed,  May  26,  1961; 
8:49  a.m.] 


Title  7— AGRICULTURE 

Chapter  VII — Commodity  Stabiliza¬ 
tion  Service  (Farm  Marketing 
Quotas  and  Acreage  Allotments), 
Department  of  Agriculture 

(Farm  Marketing  Quotas  and  Acreage  Al¬ 
lotments;  Amdt.  3] 

PART  722— COTTON 

Subpart — Regulations  Pertaining  to 
Acreage  Allotments  for  the  1961 
Crop  of  Upland  Cotton 

Release  and  Reapportionment 

The  purpose  of  this  amendment  is  to 
implement  Public  Law  87-33,  approved 
May  16,  1961  (75  Stat.  78)  which  amends 
section  378  of  the  act  and  authorizes 
temporary  release  and  reapportionment 
of  pooled  acreage  allotments  and  also 
removes  the  prohibition  on  release  and 


reapportionment  of  allotments  on  farms 
taken  by  an  agency  having  the  right  of 
eminent  domain  and  leased  back  to  the 
former  owner.  The  amendment  con¬ 
tained  herein  is  issued  pursuant  to  the 
Agricultural  Adjustment  Act  of  1938,  as 
amended  (52  Stat.  31,  as  amended*  7 
U.S.C.  1281  et  seq.). 

Since  cotton  is  now  being  planted  gen¬ 
erally,  it  is  essential  that  this  amend¬ 
ment  be  made  effective  as  soon  as 
possible.  Accordingly,  it  is  hereby  deter¬ 
mined  and  found  that  compliance  with 
the  notice  and  public  procedure  require¬ 
ments  and  the  30-day  effective  date  re¬ 
quirement  of  section  4  of  the  Adminis¬ 
trative  Procedure  Act  (60  Stat.  238;  5 
U.S.C.  1003)  is  impracticable  and  con¬ 
trary  to  the  public  interest  and  this 
amendment  shall  be  effective  upon  filing 
of  this  document  with  the  Director,  Of¬ 
fice  of  the  Federal  Register. 

The  regulations  pertaining  to  acreage 
allotments  for  the  1961  crop  of  upland 
cotton,  as  amended  (25  F.R.  9987, 10332 
12393,  12809,  12987)  are  hereby  further 
amended  as  follows : 

1.  Section  722.418(a)  of  the  regulations 
is  amended  to  delete  subparagraph  (3) 
and  renumber  (4)  and  (5)  and  reads  as 
follows: 

(a)  Conditions  under  which  farm 
allotments  cannot  be  released.  The  fol¬ 
lowing  farm  allotments  shall  not  be  re¬ 
leased  in  whole  or  in  part: 

(1)  Allotments  for  new  cotton  farms. 

(2)  Hie  allotment  for  an  old  cotton 
farm  which  is  owned  by  the  Federal  Gov¬ 
ernment  and  which  was  leased  by  an 
agency  of  the  Federal  Government  as 
lessor  on  condition  that  no  land  on  the 
farm  shall  be  planted  to  cotton. 

(3)  The  allotment  for  any  farm  where 
such  release  is  opposed  by  the  owner  or 
operator. 

(4)  The  allotment  for  any  farm  where 
the  county  committee,  prior  to  approval 
of  the  particular  release  and  prior  to  the 
final  date  for  reapportionment  of  re¬ 
leased  allotments  established  for  the 
county,  determines  that  the  farm  is  be¬ 
ing  acquired  for  governmental  or  other 
public  purpose. 

2.  Section  722.418  is  amended  by  addi¬ 
tion  of  a  new  paragraph  (e)  to  read  as 
follows: 

(e)  Release  and  apportionment  of 
pooled  acreage  allotments.  Any  part  or 
all  of  any  1961  farm  allotment  main¬ 
tained  as  pooled  acreage  allotment  pur¬ 
suant  to  section  378  of  the  act  and 
§  719.12  of  the  regulations  pertaining 
to  reconstitution  of  farms  and  farm  al¬ 
lotments,  as  amended  (Part  719  of  this 
chapter)  which  remains  in  the  allot¬ 
ment  pool  for  1961  may  be  released  by 
the  displaced  owner  for  1961  only  to 
the  county  committee  for  reapportion¬ 
ment  to  other  farms  in  the  county. 
Such  release  shall  be  made  by  the  ap¬ 
plicable  closing  date  for  release  estab¬ 
lished  under  paragraph  (b)  of  this 
section  and  such  reapportionment  shall 
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made  by  the  county  committee  not  Agricultural  Adjustment  Act  of  1938,  as 
i  ter  than  the  applicable  closing  date  amended  (52  Stat.  31,  as  amended;  7 
fnr  reapportionment  established  under  U.S.C.  1281  et  seq.) . 

1  ragraph  (b)  of  this  section:  Provided,  Since  ELS  cotton  is  now  being  planted 
however,  That  such  closing  dates  may  generally,  it  is  essential  that  this  amend- 
hpextended  by  the  State  committee  for  ment  be  made  effective  as  soon  as  pos- 
W  reasonable  period  in  order  to  give  sible.  Accordingly,  it  is  hereby  deter- 
ftffect"only  to  release  and  reapportion-  mined  and  found  that  compliance  with 
ment  of  pooled  allotment  under  this  the  notice  and  public  procedure  require- 
®  agraph.  Reapportionment  to  other  ments  and  the  30-day  effective  date  re- 
receiving  farm  allotments  in  the  quirement  of  Section  4  of  the  Adminis- 
1  me  county  shall  be  in  amounts  deter-  trative  Procedure  Act  (60  Stat.  238,  5 
mined  by  the  county  committee  to  be  U.S.C.  1003)  is  impracticable  and  con- 
fair  and  reasonable  on  the  basis  of  past  trary  to  the  public  interest  and  this 
acreages  of  cotton,  land,  labor,  and  amendment  shall  be  effective  upon  filing 
equipment  available  for  the  production  of  this  document  with  the  Director,  Of- 
of  cotton;  crop-rotation  practices;  and  fice  of  the  Federal  Register, 
soil  and  other  physical  facilities  affecting  The  regulations  pertaining  to  acreage 
the  production  of  cotton.  The  State  allotments  for  the  1961  crop  of  extra  long 
committee  may  establish  standards  and  staple  cotton,  as  amended  (25  F.R.  9996, 
guidelines  to  the  extent  necessary  to  12403,  12812,  26  F.R.  974)  are  hereby 
assure  uniform  application  of  the  basic  further  amended  as  follows: 
factors  required  to  be  considered  in  the  1.  Section  722.468(a)  of  the  regula- 
reapportionment  of  released  allotments  tions  is  amended  to  delete  subparagraphs 
to  farms.  The  State  committee  may  re-  (3)  and  renumber  (4)  and  (5)  and  reads 
quire  an  application  in  writing  by  the  as  follows: 

farm  operator  or  owner  as  a  condition  (a>  Conditions  under  which  farm  al~ 
of  eligibility  for  consideration  by  the  lotments  cannot  be  released.  The  fol- 
county  committee  to  have  released  acre-  iowjng  farm  allotments  shall  not  be  re¬ 
age  reapportioned  to  the  Al}y  leased  in  whole  or  in  part: 

pooled  allotment  released  for  1961  only  q)  Allotments  for  new  ELS  cotton 
shall  be  considered  to  have  been  fully  farms 

planted  on  the  pooled  allotment  farm  (2)  The  an0tment  for  an  old  ELS  cot- 
for  purposes  of  establishing  future  fon  farm  which  fs  owned  by  the  Federal 
pooled  allotment  and  any  Pooled  allot-  Government  and  which  was  leased  by 
ment  which  is  reapportioned  shall  for  an  agency  0f  the  Federal  Government 
purposes  of  establishing  future  farm  al-  as  lessor  on  condition  that  no  land  on  the 
lotments,  not  be  regarded  as  planted  on  farm  shall  be  planted  to  ET.fi  cotton, 
the  farm  to  which  the  allotment  was  (3)  The  allotment  for  any  farm  where 
reapportioned.  Pooled  allotment  re-  SUCh  release  is  opposed  by  the  owner  or 
leased  under  this  paragraph  shall  not  operator. 

be  released  by  the  county  committee  to  (4)  The  allotment  for  any  farm  where 
the  State  committee  for  reapportionment  f he  county  committee,  prior  to  approval 
to  other  counties.  0f  the  particular  release  and  prior  to  the 

(Sec.  375,  52  Stat.  66,  as  amended;  7  U.S.C.  final  date  for  reapportionment  of  re- 
1375.  Interprets  or  applies  sec.  378,  72  stat.  leased  allotments  established  for  the 
995,  as  amended;  7  U.S.C.  1378)  county,  determines  that  the  farm  is  being 


in  the  same  county  shall  be  in  amounts 
determined  by  the  county  committee  to 
be  fair  and  reasonable  on  the  basis  of 
past  acreages  of  ELS  cotton,  land,  labor, 
and  equipment  available  for  the  produc¬ 
tion  of  ELS  cotton;  crop-rotation  prac¬ 
tices  ;  and  soil  and  other  physical 
facilities  affecting  the  production  of  ELS 
cotton.  The  State  committee  may  estab¬ 
lish  standards  and  guidelines  to  the  ex¬ 
tent  necessary  to  assure  uniform  appli¬ 
cation  of  the  basic  factors  required  to  be 
considered  in  the  reapportionment  of 
released  allotments  to  farms.  The  State 
committee  may  require  an  application  in 
writing  by  the  farm  operator  or  owner 
as  a  condition  of  eligibility  for  considera¬ 
tion  by  the  county  committee  to  have 
released  acreage  reapportioned  to  the 
farm.  Any  pooled  allotment  released  for 
1961  only  shall  be  considered  to  have 
been  fully  planted  on  the  pooled  allot¬ 
ment  farm  for  purposes  of  establishing 
future  pooled  allotment  and  any  pooled 
allotment  which  is  reapportioned  shall 
for  purposes  of  establishing  future  farm 
allotments,  not  be  regarded  as  planted 
on  the  farm  to  which  the  allotment  was 
reapportioned.  Pooled  allotment  re¬ 
leased  under  this  paragraph  shall  not  be 
released  by  the  county  committee  to  the 
State  committee  for  reapportionment  to 
other  counties. 

(Sec.  375,  52  Stat.  66,  as  amended;  7  U.S.C. 
1375.  Interprets  or  applies  sec.  378,  72  Stat. 
995,  as  amended;  7  U.S.C.  1378) 

Effective  date.  Date  of  filing  with  the 
Director,  Office  of  the  Federal  Register. 

Signed  at  Washington,  D.C.,  on 
May  24,1961. 

H.  D.  Godfrey, 
Administrator, 

Commodity  Stabilization  Service. 

[F.R.  Doc.  61-4971;  Filed,  May  26,  1961; 

8:49  a.m.] 


Effective  date.  Date  of  filing  with  the 
Director,  Office  of  the  Federal  Register. 

Signed  at  Washington,  D.C.,  on  May 
24,  1961. 

H.  D.  Godfrey, 
Administrator, 

Commodity  Stabilization  Service. 

[F.R.  Doc.  61-4972;  Filed,  May  26,  1961; 

8:50  a.m.] 

[Farm  Marketing  Quotas  and  Acreage 
Allotments;  Arndt.  4] 

PART  722— COTTON 

Subpart — Regulations  Pertaining  to 
Acreage  Allotments  for  the  1961 
Crop  of  Extra  Long  Staple  Cotton 

Release  and  Reapportionment 

The  purpose  of  this  amendment  is  to 
implement  Public  Law  87-33,  approved 
May  16, 1961  (75  Stat.  78)  which  amends 
Section  378  of  the  act  and  authorizes 
temporary  release  and  reapportionment 
of  pooled  acreage  allotments  and  also 
removes  the  prohibition  on  release  and 
reapportionment  of  allotments  on  farms 
taken  by  an  agency  having  the  right  of 
eminent  domain  and  leased  back  to  the 
former  owner.  The  amendment  con¬ 
tained  herein  is  issued  pursuant  to  the 


acquired  for  governmental  or  other  pub¬ 
lic  purpose. 

2.  Section  722.468  is  amended  by  addi¬ 
tion  of  a  new  paragraph  (e)  to  read  as 
follows: 

(e)  Release  and  reapportionment  of 
pooled  acreage  allotments.  Any  part  or 
all  of  any  1961  farm  allotment  main¬ 
tained  as  pooled  acreage  allotment  pur¬ 
suant  to  section  378  of  the  act  and 
§  719.12  of  the  regulations  pertaining  to 
reconstitution  of  farms  and  farm  allot¬ 
ments,  as  amended  (Part  719  of  this 
Chapter)  which  remains  in  the  allotment 
pool  for  1961  may  be  released  by  the  dis¬ 
placed  owner  for  1961  only  to  the  county 
committee  for  reapportionment  to  other 
farms  in  the  county.  Such  release  shall 
be  made  by  the  applicable  closing  date 
for  release  established  under  paragraph 
(b)  of  this  section  and  such  reappor¬ 
tionment  shall  be  made  by  the  county 
committee  not  later  than  the  applicable 
closing  date  for  reapportionment  estab¬ 
lished  under  paragraph  (b)  of  this  sec¬ 
tion;  Provided,  however.  That  such 
closing  dates  may  be  extended  by  the 
State  committee  for  a  reasonable  period 
in  order  to  give  effect  only  to  release 
and  reapportionment  of  pooled  allotment 
under  this  paragraph.  Reapportionment 
to  other  farms  receiving  farm  allotments 


PART  729— PEANUTS 

[Amdt.9] 

Allotment  and  Marketing  Quota  Reg¬ 
ulations  for  Peanuts  of.  the  1959 
and  Subsequent  Crops 

I.  Basis  and  Purpose.  (a)  The 
amendment  contained  herein  is  issued 
pursuant  to  the  Argicultural  Adjustment 
Act  of  1938,  as  amended  (7  U.S.C.  1281 
et  seq.) ,  for  the  purpose  of  revising  the 
allotment  and  Marketing  Quota  Regu¬ 
lations  for  Peanuts  of  the  1959  and  Sub¬ 
sequent  Crops  (23  F.R.  8515,  24  F.R. 
2677,  6803,  9611,  25  F.R.  897,  8065,  10567, 
26  F.R.  1344,  2523)  to  amend  (1) 

§  729.1024,  as  amended,  by  revising  para¬ 
graph  (c)  to  provide  for  the  release  and 
reapportionment  of  allotment  acreage 
from  a  farm  acquired  by  an  agency  hav¬ 
ing  the  right  of  eminent  domain  and  held 
under  lease  or  other  agreement  by  the 
former  owner  and  for  the  release  and 
reapportionment  for  one  year  of  allot¬ 
ment  acreage  pooled  under  the  provisions 
of  Part  719  of  this  chapter,  and  (2) 
§§  729.1057,  729.1060,  and  729.1061  to  re¬ 
quire  persons  drying  farmers  stock  pea¬ 
nuts  by  artificial  means  to  maintain 
specified  records  and  make  reports  when 
required. 
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(b)  Farmers  in  the  peanut  producing 
areas  of  the  United  States  have  begun 
planting  the  1961  crop  of  peanuts. 
Hence,  it  is  essential  that  State  and 
county  Agricultural  Stabilization  and 
Conservation  Committees  be  placed  in  a 
position  to  utilize  acreage  released  for 
reapportionment  as  provided  herein  at 
the  earliest  possible  date.  It  is,  therefore, 
hereby  determined  and  found  as  to 
§  729.1024(e)  that  compliance  with  the 
notice  and  public  procedure  require¬ 
ments  and  the  30-day  effective  date  re¬ 
quirement  of  section  4  of  the  Adminis¬ 
trative  Procedure  Act  (5  U.S.C.  1003), 
is  impracticable  and  contrary  to  the 
public  interest  and  §  729.1024(e),  as 
amended,  shall  be  effective  upon  the  fil¬ 
ing  of  this  document  with  the  Director, 
Office  of  the  Federal  Register. 

(c)  Public  notice  of  intention  to 
amend  §§  729.1057,  729.1060,  and  729.1061 
was  given  (26  F.R.  3249)  in  accordance 
with  the  Administrative  Procedure  Act 
(5  U.S.C.  1003).  Due  consideration  was 
given  to  recommendations  submitted  in 
response  to  such  notice  prior  to  publica¬ 
tion  of  this  amendment. 

n.  Section  729.1024,  as  amended,  is 
hereby  amended  to  revise  paragraph  (e) 
to  read  as  follows: 

§  729.1024  Release  and  reapportion¬ 
ment. 

***** 

(e)  Farms  acquired  by  an  agency  hav¬ 
ing  the  right  of  eminent  domain.  (1) 
Notwithstanding  the  foregoing  provisions 
of  this  section,  for  1961  any  part  or  all 
of  a  peanut  allotment  for  a  farm  ac¬ 
quired  by  an  agency  having  the  right 
of  eminent  domain  and  held  under  lease 
or  other  agreement  by  the  former  owner 
may  be  released  to  the  county  commit¬ 
tee  through  June  15,  1961,  and  such  re¬ 
leased  acreage  may  be  reapportioned  to 
other  farms  through  July  1,  1961,  with¬ 
out  regard  to  an  application  being  filed 
by  a  producer.  Except  as  provided  in 
this  paragraph  (e)(1),  the  release  and 
reapportionment  of  such  acreage  allot¬ 
ments  shall  be  subject  to  the  provisions 
of  paragraphs  (a),  (b),  (c),  and  (d)  of 
this  section. 

(2)  Notwithstanding  the  foregoing 
provisions  of  this  section,  during  any 
year  of  the  period  the  peanut  acreage 
allotment  from  a  farm  remains  in  the  al¬ 
lotment  pool  pursuant  to  Part  719  of  this 
chapter,  the  displaced  owner  may  release 
for  one  year  at  a  time  any  part  or  all  of 
such  allotment  to  the  county  committee. 
For  the  1961  crop  of  peanuts  Such  allot¬ 
ment  shall  be  released  no  later  than  June 
15, 1961,  and  the  county  committee,  with¬ 
out  regard  to  an  application  being  filed 
by  a  producer,  may  through  July  1,  1961, 
reapportion  such  released  acreage  to 
other  farms  in  the  same  county  having  a 
peanut  allotment.  For  1962  and  subse¬ 
quent  years  such  allotment  must  be  re¬ 
leased  not  later  than  the  dates  specified 
in  paragraph  (a)  of  this  section,  and 
applications  for  the  reapportionment  of 
acreage  released  under  the  provisions  of 
this  paragraph  shall  be  filed  by  produc- 
,  ers  in  States  requiring  an  application  no' 
later  than  the  dates  specified  in  pafa- 
graph  (b)  of  this  section.  Acreage  re¬ 
leased  under  this  paragraph  (e)  (2)  may 


be  reapportioned  by  the  county  commit¬ 
tee,  to  other  farms  in  the  same  county 
having  a  peanut  allotment,  in  amounts 
determined  by  the  county  committee  to 
be  fair  and  reasonable  on  the  basis  of 
the  past  acreage  of  peanuts,  land,  labor, 
equipment  available  for  the  production  of 
peanuts,  crop  rotation  practices  and  soil 
and  other  physical  facilities  affecting  the 
production  of  peanuts.  Any  increase  in 
the  allotment  for  a  farm  because  of  re¬ 
apportionment  under  this  paragraph 
shall  not  operate  to  increase  the  allot¬ 
ment  for  any  subsequent  year  for  the 
farm. 

III.  Section  729.1057  is  hereby  amend¬ 
ed  to  delete  paragraph  (d)  and  to  add 
new  paragraphs  (d)  and  (e)  to  read  as 
follows : 

§  729.1057  Records  and  reports  of  buy¬ 
ers  and  others. 

***** 

(d)  Record  of  peanuts  dried  by  arti¬ 
ficial  means.  Any  person  who  dries 
farmers  stock  peanuts  by  artificial 
means  for  a  producer  shall  maintain 
records  showing  the  following: 

(1)  Date  drying  is  completed; 

(2)  Name  and  address  of  the  person 
for  whom  peanuts  were  dried; 

(3)  Name  of  State  and  county  wherein 
is  located  the  farm  on  which  such 
peanuts  were  produced;. 

(4)  Quantity  of  peanuts  dried  (weight 
after  drying,  farmers  stock  basis) ;  and 

(5)  Type  of  peanuts  dried. 

(e)  Additional  records  and  reports. 
Any  person  who  dries  farmers  stock 
peanuts  by  artificial  means  for  a  pro¬ 
ducer,  any  buyer,  warehouseman,  pro¬ 
ducers,  or  common  carrier  of  peanuts, 
any  broker  or  dealer  in  peanuts,  any 
agent  marketing  peanuts  for  a  producer 
or  acquiring  peanuts  for  a  buyer  or 
dealer,  any  peanut  growers  cooperative 
association,  any  person  engaged  in  the 
business  of  cleaning,  shelling,  crushing, 
or  salting  peanuts  or  manufacturing 
peanut  products,  or  any  person  owning 
or  operating  a  peanut-picking  or  peanut¬ 
threshing  machine  shall  keep  such  rec¬ 
ords  and  furnish  such  reports  to  the 
ASC  State  office  in  addition  to  the  fore¬ 
going,  as  the  State  committee  may  find 
necessary  and  require  to  insure  the 
proper  identification  of  the  marketings 
of  peanuts  and  the  collection  of  penalties 
due  thereon. 

IV.  Sections  729.1060  and  729.1061  are 
hereby  amended  to  read  as  follows: 

§  729.1060  Failure  to  keep  records  or 
make  reports. 

Any  person  who  dries  farmers  stock 
peanuts  by  artificial  means  for  a  pro¬ 
ducer,  any  buyer,  warehouseman,  proces¬ 
sor,  or  common  carrier  of  peanuts,  any 
broker  or  dealer  in  peanuts,  any  agent 
marketing  peanuts  for  a  buyer  or  dealer, 
any  peanut  growers  cooperative  associa¬ 
tion,  any  person  engaged  in  the  business 
of  cleaning,  shelling,  crushing,  or  salting 
peanuts,  or  manufacturing  peanut  prod¬ 
ucts,  or  any  person  owning  or  operating 
a  peanut-picking  or  peanut-threshing 
machine  who  fails  to  make  any  report  or 
keep  any  record  as  required  in  accord¬ 
ance  with  §§  729.1039  through  729.1064 
or  who  makes  any  false  report  or  record 


is  guilty  of  a  misdemeanor  and  upon 
conviction  thereof  is  subject  to  a  finecrf 
not  more  than  $500.00. 

§  729.1061  Examination  of  records  and 
reports. 

Any  person  who  dries  farmers  stock 
peanuts  by  artificial  means  for  a  pro¬ 
ducer,  any  buyer,  warehouseman,  proc¬ 
essor,  or  common  carrier  of  peanuts,  any 
broker  or  dealer  in  peanuts,  any  agent 
marketing  peanuts  for  a  producer  or  ac¬ 
quiring  peanuts  for  a  buyer  or  dealer 
any  peanut  growers  cooperative  associa¬ 
tion,  any  person  engaged  in  the  business 
of  cleaning,  shelling,  crushing  or  salting 
peanuts  or  manufacturing  peanut  prod¬ 
ucts,  or  any  person  owning  or  operating 
a  peanut-picking  or  threshing  machine 
shall  make  available  for  examination 
upon  written  request  by  the  Director,  the 
State  Administrative  Officer,  or  any 
agent  of  the  Compliance  and  Investiga¬ 
tion  Division,  Commodity  Stabilization 
Service,  United  States  Department  at 
Agriculture,  such  books,  papers,  records, 
accounts,  correspondence,  contracts, 
documents,  and  memoranda  as  the  Di¬ 
rector,  the  State  Administrative  Officer 
or  such  agent  has  reason  to  believe  are 
relevant  to  any  matter  under  investiga¬ 
tion  in  connection  with  enforcement  of 
the  act  and  regulations  issued  there¬ 
under  and  which  are  within  the  control 
of  such  person.” 

(Secs.  358,  359,  373,  375,  378,  55  Stat.  88,  M, 
as  amended,  52  Stat.  65,  66,  as  amended,  72 
Stat.  995,  as  amended;  7  US.C.  1358,  1350 
1373,  1375,  1378,  Pub.  L.  87-33) 

Done  at  Washington,  D.C.,  this  24th 
day  of  May  1961. 

H.  D.  Godfrey, 
Administrator, 

Commodity  Stabilization  Service. 

[F.R.  Doc.  61-4973;  Filed,  May  26,  1961; 

8:50  a.m.] 


Chapter  IX — Agricultural  Marketing 
Service  and  Commodity  Stabiliza¬ 
tion  Service  (Marketing  Agreements 
and  Orders),  Department  of  Agri¬ 
culture 

[Valencia  Orange  Reg.  228] 

PART  9  2  2  — VALENCIA  ORANGES 
GROWN  IN  ARIZONA  AND  DESIG¬ 
NATED  PART  OF  CALIFORNIA 

Limitation  of  Handling 

§  922.528  Valencia  Orange  Regulation 
228. 

(a)  Findings.  (1)  Pursuant  to  the 
marketing  agreement  and  Order  No.  22, 
as  amended  (7  CFR  Part  922) ,  regulat¬ 
ing  the  handling  of  Valencia  oranges 
grown  .in  Arizona  and  designated  part 
of  California,  effective  under  the  ap¬ 
plicable  provisions  of  the  Agricultural 
Marketing  Agreement  Act  of  1937,  as 
amended  (7  U.S.C.  601-674),  and  upon 
the  basis  of  the  recommendations  and 
information  submitted  by  the  Valencia 
Orange  Administrative  Committee, 
established  under  the  said  marketing 
agreement  ^nd  order,  as  amended,  and 
upon  other  available  information,  it  is 
hereby  found  that  the  limitation  of 
handling  of  such  Valencia  oranges  as 
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hereinafter  provided  will  tend  to  effec¬ 
tuate  the  declared  policy  of  the  act. 

(2)  It  is  hereby  further  found  that  it 
is  impracticable  and  contrary  to  the 
miblic  interest  to  give  preliminary  notice, 
engage  in  public  rule-making  procedure, 
and  postpone  the  effective  date  of  this 
section  until  30  days  after  publication 
hereof  in  the  Federal  Register  (5 
nSC.  1001-1011)  because,  the  time 
intervening  between  the  date  when  in¬ 
formation  upon  which  this  section  is 
based  became  available  and  the  time 
when  this  section  must  become  effective 
in  order  to  effectuate  the  declared  policy 
of  the  act  is  insufficient,  and  a  reason¬ 
able  time  is  permitted,  under  the  cir¬ 
cumstances,  for  preparation  for  such 
effective  time;  and  good  cause  exists  for 
making  the  provisions  hereof  effective 
as  hereinafter  set  forth.  The  committee 
held  an  open  meeting  during  the  current 
week,  after  giving  due  notice  thereof,  to 
consider  supply  and  market  conditions 
for  Valencia  oranges  and  the  need  for 
regulation ;  interested  persons  were  af¬ 
forded  an  opportunity  to  submit  infor¬ 
mation  and  views  at  this  meeting;  the 
recommendation  and  supporting  infor¬ 
mation  for  regulation  during  the  period 
specified  herein  were  promptly  sub¬ 
mitted  to  the  Department  after  such 
meeting  was  held;  the  provisions  of  this 
section,  including  its  effective  time,  are 
identical  with  the  aforesaid  recommen¬ 
dation  of  the  committee,  and  informa¬ 
tion  concerning  such  provisions  and 
effective  time  has  been  disseminated 
among  handlers  of  such  Valencia 
oranges;  it  is  necessary,  in  order  to 
effectuate  the  declared  policy  of  the  act, 
to  make  this  section  effective  during  the 
period  herein  specified;  and  compliance 
with  this  section  will  not  require  any 
special  preparation  on  the  part  of  per¬ 
sons  subject  hereto  which  cannot  be 
completed  on  or  before  the  effective  date 
hereof.  Such  committee  meeting  was 
held  on  May  25,  1961. 

(b)  Order.  (1)  The  respective  quan¬ 
tities  of  Valencia  oranges  grown  in  Ari¬ 
zona  and  designated  part  of  California 
which  may  be  handled  during  the  period 
beginning  at  12:01  a.m.,  P.s.t.,  May  28, 
1961,  and  ending  at  12:01  a.m.,  P.s.t., 
June  4, 1961,  are  hereby  fixed  as  follows: 

(1)  District  1 :  Unlimited  movement; 

(ii)  District  2:  475,000  cartons; 

(iii)  District  3 :  Unlimited  movement. 

(2)  All  Valencia  oranges  handled  dur¬ 
ing  the  period  specified  in  this  section 
are  subject  also  to  all  applicable  size 
restrictions  which  are  in  effect  pursuant 
to  this  part  during  such  period. 

(3)  As  used  in  this  section,  “handled,” 
“handler,”  “District  1,”  “District  2,” 
“District  3,”  and  “carton”  have  the  samq 
meaning  as  when  used  in  said  market¬ 
ing  agreement  and  order,  as  amended. 

(Secs.  1-19,  48  Stat.  31,  as  amended;  7  U.S.C. 
601-674) 

Dated:  May  26, 1961. 

•  Floyd  F.  Hedlund, 

Deputy  Director,  Fruit  and  Veg¬ 
etable  Division,  Agricultural 
Marketing  Service. 

IF.R.  Doc.  61-5056;  Filed,  May  26,  1961; 

11:11  a.m.] 


[Grapefruit  Reg.  340] 

PART  933 — ORANGES,  GRAPEFRUIT, 
TANGERINES,  AND  TANGELOS 
GROWN  IN  FLORIDA 

Limitation  of  Shipments 

§  933.1059  Grapefruit  Regulation  340. 

(a)  Findings.  (1)  Pursuant  to  the 
marketing  agreement,  as  amended,  and 
Order  No.  33,  as  amended  (7  CFR  Part 
933) ,  regulating  the  handling  of  oranges, 
grapefruit,  tangerines,  and  tangelos 
grown  in  Florida,  effective  under  the  ap¬ 
plicable  provisions  of  the  Agricultural 
Marketing  Agreement  Act  of  1937,  as 
amended  (7  U.S.C.  601-674),  and  upon 
the  basis  of  the  recommendations  of  the 
committees  established  under  the  afore¬ 
said  amended  marketing  agreement  and 
order,  and  upon  other  available  informa¬ 
tion,  it  is  hereby  found  that  the  limita¬ 
tion  of  shipments  of  grapefruit,  as 
hereinafter  provided,  will  tend  to  effectu¬ 
ate  the  declared  policy  of  the  act. 

(2)  It  is  hereby  further  found  that 
it  is  impracticable  and  contrary  to  the 
public  interest  to  give  preliminary  no¬ 
tice,  engage  in  public  rule-making  pro¬ 
cedure,  and  postpone  the  effective  date 
of  this  section  until  30  days  after  publi¬ 
cation  thereof  in  the  Federal  Register 
(5  U.S.C.  1001-1011)  because  the  time 
intervening  between  the  date  when  in¬ 
formation  upon  which  this  section  is 
based  became  available  and  the  time 
when  this  section  must  become  effective 
in  order  to  effectuate  the  declared  policy 
of  the  act  is  insufficient;  a  reasonable 
time  is  permitted,  under  the  circum¬ 
stances,  for  preparation  for  such  effec¬ 
tive  time;  and  good  cause  exists  for 
making  the  provisions  hereof  effective  as 
hereinafter  set  forth.  Shipments  of  all 
grapefruit,  grown  in  the  production  area, 
are  presently  subject  to  regulation  by 
grades  and  sizes,  pursuant  to  the 
amended  marketing  agreement  and 
order;  .the  recommendation  and  sup¬ 
porting  information  for  regulation  dur¬ 
ing  the  period  specified  herein  were 
promptly  submitted  to  the  Department 
after  an  open  meeting  of  the  Growers 
Administrative  Committee  on  May  23, 
1961,  such  meeting  was  held  to  con¬ 
sider  recommendations  for  regulation, 
after  giving  due  notice  of  such  meeting, 
and  interested  persons  were  afforded  an 
opportunity  to  submit  their  views  at  this 
meeting;  the  provisions  of  this  section, 
including  the  effective  time  hereof,  are 
identical  with  the  aforesaid  recom¬ 
mendation  of  the  committee,  and  infor¬ 
mation  concerning  such  provisions  and 
effective  time  has  been  disseminated 
among  handlers  of  such  grapefruit;  it  is 
necessary,  in  order  to  effectuate  the  de¬ 
clared  policy  of  the  act,  to  make  this 
section  effective  during  the  period  here¬ 
inafter  set  forth  so  as  to  provide  for  the 
continued  regulation  of  the  handling  of 
grapefruit,  and  compliance  with  this 
section  will  not  require  any  special  prep¬ 
aration  on  the  part  of  the  persons  sub¬ 
ject  thereto  which  cannot  be  completed 
by  the  effective  time  hereof. 

(b)  Order.  (1)  Terms  used  in  the 
amended  marketing  agreement  and  order 
shall,  when  used  herein,  have  the  same 
meaning  as  is  given  to  the  respective 


term  in  said  amended  marketing  agree¬ 
ment  and  order;  and  terms  relating  to 
grade,  diameter,  standard  pack,  and 
standard  box,  as  used  herein,  shall  have 
the  same  meaning  as  is  given  to  the  re¬ 
spective  term  in  the  United  States 
Standards  for  Florida  Grapefruit  (§§  51.- 
750-51.783;  26  F.R.  163). 

(2)  During  the  period  beginning  at 
12:01  a.m.,  e.s.t..  May  29,  1961,  and  end¬ 
ing  at  12:01  a.m.,  e.s.t.,  June  12,  1961,  no 
handler  shall  ship  between  the  produc¬ 
tion  area  and  any  point  outside  thereof 
in  the  continental  United  States,  Can¬ 
ada,  or  Mexico: 

(i)  Any  grapefruit,  grown  in  the  pro¬ 
duction  area,  which  do  not  grade  at  least 
U.S.  No.  1:  Provided,  That  such  grape¬ 
fruit  may  have  discoloration  to  the  ex¬ 
tent  permitted  under  the  U.S.  No.  2  Rus¬ 
set  grade,  and  may  have  slightly  rough 
texture  caused  only  by  speck  type 
melanose; 

(ii)  Any  seeded  grapefruit,  grown  in 
the  production  area,  which  are  smaller 
than  31%6  inches  in  diameter,  except 
that  a  tolerance  of  10  percent,  by  count, 
of  seeded  grapefruit  smaller  than  such 
minimum  size  shall  be  permitted,  which 
tolerance  shall  be  applied  in  accordance 
with  the  provisions  for  the  application 
of  tolerances,  specified  in  said  United 
States  Standards  for  Florida  Grapefruit; 
or 

(iii)  Any  seedless  grapefruit,  grown  in 
the  production  area,  which  are  smaller 
than  3%6  inches  in  diameter,  except  that 
a  tolerance  of  10  percent,  by  count,  of 
seedless  grapefruit  smaller  than  such 
minimum  size  shall  be  permitted,  which 
tolerance  shall  be  applied  in  accordance 
with  the  provisions  for  the  application  of 
tolerances,  specified  in  said  United  States 
Standards  for  Florida  Grapefruit. 

(3)  During  the  period  beginning  at 
12:01  a.m.,  e.s.t.,  June  12,  1961,  and  end¬ 
ing  at  12:01  a.m.,  e.s.t.,  August  7,  1961, 
no  handler  shall  ship  between  the  pro¬ 
duction  area  and  any  point  outside 
thereof  in  the  continental  United  States, 
Canada,  or  Mexico: 

(i)  Any  grapefruit,  grown  in  the  pro¬ 
duction  area,  which  do  not  grade  at  least 
U.S.  No.  2  Russet; 

(ii)  Any  seeded  grapefruit,  grown  in 
the  production  area,  which  are  smaller 
than  3!%e  inches  in  diameter,  except  that 
a  tolerance  of  10  percent,  by  count,  of 
seeded  grapefruit  smaller  than  such 
minimum  size  shall  be  permitted,  which 
tolerance  shall  be  applied  in  accordance 
with  the  provisions  for  the  application 
of  tolerances,  specified  in  said  United 
States  Standards  for  Florida  Grapefruit; 
or 

(iii)  Any  seedless  grapefruit,  grown  in 
the  production  area,  which  are  smaller 
than  3%6  inches  in  diameter,  except  that 
a  tolerance  of  10  percent,  by  count,  of 
seedless  grapefruit  smaller  than  such 
minimum  size  shall  be  permitted,  which 
tolerance  shall  be  applied  in  accordance 
with  the  provisions  for  the  application 
of  tolerances,  specified  in  said  United 
States  Standards  for  Florida  Grapefruit. 

(4)  During  the  period  beginning  at 
12:01  a.m.,  e.s.t.,  August  7,  1961,  and 
ending  at  12:01  a.m.,  e.s.t.,  September 
11,  1961,  no  handler  shall  ship  between 
the  production  area  and  any  point  out- 
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side  thereof  in  the  continental  United 
States,  Canada,  or  Mexico: 

(i)  Any  grapefruit,  grown  in  the 
production  area,  which  do  not  grade  at 
least  U.S.  No.  1; 

(ii)  Any  seeded  grapefruit,  grown  in 
the  production  area,  which  are  smaller 
than  4-%c  inches  in  diameter,  except  that 
a  tolerance  of  10  percent,  by  count,  of 
seeded  grapefruit  smaller  than  such 
minimum  size  shall  be  permitted,  which 
tolerance  shall  be  applied  in  accordance 
with  the  provisions  for  the  application 
of  tolerances,  specified  in  said  United 
States  Standards  for  Florida  Grape¬ 
fruit;  or 

(iii)  Any  seedless  grapefruit,  grown 
in  the  production  area,  which  are  smaller 
than  3x%e  inches  in  diameter,  except 
that  a  tolerance  of  10  percent,  by  count, 
of  seedless  grapefruit  smaller  than  such 
minimum  size  shall  be  permitted,  which 
tolerance  shall  be  applied  in  accordance 
with  the  provisions  for  the  application 
of  tolerances,  specified  in  said  United 
States  Standards  for  Florida  Grapefruit. 

(Secs.  1-19,  48  Stat.  31,  as  amended;  7  U.S.C. 
601-674) 

Dated:  May  25, 1961. 

S.  R.  Smith, 

Director,  Fruit  and  Vegetable 
Division,  Agricultural  Mar¬ 
keting  Service. 

[P.R.  Doc.  61-4997;  Filed,  May  26,  1961; 

8:51  &.m.] 


[Lemon  Reg.  901] 

PART  953— LEMONS  GROWN  IN 
CALIFORNIA  AND  ARIZONA 

Limitation  of  Handling 
§  953.1008  Lemon  Regulation  901. 

(a)  Findings.  (1)  Pursuant  to  the 
marketing  agreement,  as  amended,  and 
Order  No.  53,  as  amended  (7  CFR  Part 
953) ,  regulating  the  handling  of  lemons 
grown  in  California  and  Arizona,  effec¬ 
tive  under  the  applicable  provisions  of 
the  Agricultural  Marketing  Agreement 
Act  of  1937,  as  amended  (7  U.S.C.  601- 
674) ,  and  upon  the  basis  of  the  recom¬ 
mendation  and  information  submitted 
by  the  Lemon  Administrative  Commit¬ 
tee,  established  under  the  said  amended 
marketing  agreement  and  order,  and 
upon  other  available  information,  it  is 
hereby  found  that  the  limitation  of 
handling  of  such  lemons  as  hereinafter 
provided  will  tend  to  effectuate  the  de¬ 
clared  policy  of  the  act. 

(2)  It  is  hereby  further  found  that  it 
is  impracticable  and  contrary  to  the  pub¬ 
lic  interest  to  give  preliminary  notice, 
engage  in  public  rule-making  procedure, 
and  postpone  the  effective  date  of  this 
section  until  30  days  after  publication 
hereof  in  the  Federal  Register  (5  U.S.C. 
1001-1011)  because  the  time  intervening 
between  the  date  when  information  upon 
which  this  section  is  based  became  avail¬ 
able  and  the  time  when  this  section  must 
become  effective  in  order  to  effectuate 
the  declared  policy  of  the  act  is  insuf¬ 
ficient,  and  a  reasonable  time  is  per¬ 
mitted,  under  the  circumstances,  for 
preparation  for  such  effective  time;  and 
good  cause  exists  for  making  the  pro¬ 
visions  hereof  effective  as  hereinafter 


set  forth.  The  committee  held  an  open 
meeting  during  the  current  week,  after 
giving  due  notice  thereof,  to  consider 
supply  and  market  conditions  for  lemons 
and  the  need  for  regulation;  interested 
persons  were  afforded  an  opportunity 
to  submit  information  and  views  at  this 
meeting;  the  recommendation  and  sup¬ 
porting  information  for  regulation  dur¬ 
ing  the  period  specified  herein  were 
promptly  submitted  to  the  Department 
after  such  meeting  was  held;  the  pro¬ 
visions  of  this  section,  including  its  ef¬ 
fective  time,  are  identical  with  the  afore¬ 
said  recommendation  of  the  committee, 
and  information  concerning  such  pro¬ 
visions  and  effective  time  has  been  dis¬ 
seminated  among  handlers  of  such 
lemons;  it  is  necessary,  in  order  to  effec¬ 
tuate  the  declared  policy  of  the  act,  to 
make  this  section  effective  during  the 
period  herein  specified;  and  compliance 
with  this  section  will  not  require  any 
special  preparation  on  the  part  of  per¬ 
sons  subject  hereto  which  cannot  be 
completed  on  or  before  the  effective 
date  hereof.  Such  committee  meeting 
was  held  on  May  23, 1961. 

(b)  Order.  (1)  The  respective  quan¬ 
tities  of  lemons  grown  in  California  and 
Arizona  which  may  be  handled  during 
the  period  beginning  at  12:01  a.m.,  P.s.t., 
May  28,  1961,  and  ending  at  12:01  am., 
P.s.t.,  June  4,  1961,  are  hereby  fixed  as 
follows: 

(1)  District  1:  Unlimited  movement; 

(ii)  District  2:  325,500  cartons; 

(iii)  District  3 :  Unlimited  movement. 

(2)  As  used  in  this  section,  “handled,” 
“District  1,”  “District  2,”  “District  3,” 
and  “carton”  have  the  same  meaning  as 
when  used  in  the  said  amended  market¬ 
ing  agreement  and  order. 

(Secs.  1-19,  48  Stat.  31,  as  amended;  7  U.S.C. 
601-674) 

Dated:  May  25,1961. 

S.  R.  Smith, 

Director,  Fruit  and  Vegetable 
Division,  Agricultural  Mar¬ 
keting  Service. 

[F.R.  Doc.  61-4998;  Filed.  May  26,  1961; 

8:51  a.m.] 

Title  14— AERONAUTICS  AND 
SPACE 

Chapter  III — Federal  Aviation  Agency 

SUBCHAPTER  E — AIR  NAVIGATION 
REGULATIONS 

[Airspace  Docket  No.  60-NY-127] 

PART  600— DESIGNATION  OF  . 

FEDERAL  AIRWAYS 

PART  601— DESIGNATION  OF  CON¬ 
TROLLED  AIRSPACE,  REPORTING 
POINTS,  POSITIVE  CONTROL  ROUTE 
SEGMENTS,  AND  POSITIVE  CON¬ 
TROL  AREAS 

Revocation  and  Alteration  of  Federal 
Airways,  Associated  Control  Areas 
and  Reporting  Points 

On  March  29,  1961,  a  notice  of  pro¬ 
posed  rule  making  was  published  in  the 
Federal  Register  (26  F.R.  2649)  stating 


that  the  Federal  Aviation  Agency  im¬ 
posed  to  revoke  Red  Federal  airway  k 
94  in  its  entirety,  its  associated  contrr°i 
areas  and  reporting  points;  extend  Vor 
Federal  airway  No.  167  from  Providence 
R.I.,  to  Hyannis,  Mass.;  and  realignS 
segment  of  VOR  Federal  airway  No  u* 
between  Providence  and  Nantu<*et 
Mass.,  via  Martha’s  Vineyard,  Mass.  ^ 

No  advqj-se  comments  were  received 
regarding  the  proposed  amendments. 

Interested  persons  have  been  afforded 
an  opportunity  to  participate  in  the 
making  of  the  rules  herein  adopted  and 
due  consideration  has  been  given  to  all 
relevant  matter  presented.  m 

The  substance  of  the  proposed  amend¬ 
ments  having  been  published,  therefore 
pursuant  to  the  authority  delegated  to 
me  by  the  Administrator  (25  FH.  12582) 
and  for  the  reasons  stated  in  the  notice 
the  following  actions  are  taken:  ^ 

1.  Parts  600  and  601  (14  CFR  Parts  600 
601)  are  amended  by  revoking  the  fol¬ 
lowing  sections: 

§  600.294  [Revocation] 

(a)  Section  600.294  Red  Federal  air¬ 
way  No.  94  (Providence,  R.I.,  to  Hyannis 
Mass.). 

§  601.294  [Revocation] 

(b)  Section  601.294  Red  Federal  air¬ 
way  No.  94  control  areas  (Providence, 
R.I.,  to  Hyannis,  Mass.) . 

§  601.4294  [Revocation] 

(c)  Section  601.4294  Red  Federal  air¬ 
way  No.  94  (Providence,  R  J.,  to  Hyannis, 
Mass.). 

2.  Section  600.6146  (14  CFR  600.6146; 
25  F.R.  4859)  is  amended  to  read: 

§  600.6146  VOR  Federal  airway  No.  146 
(Wilkes-Barre,  Pa.,  to  Nantucket, 
Mass.). 

From  the  Wilkes-Barre,  Pa.,  VOR  via 
the  Huguenot,  N.Y.,  VORTAC;  INT  of 
the  Wilton,  Conn.,  VOR  295*  and  toe 
Poughkeepsie,  N.Y.,  VOR  236’  radials; 
Poughkeepsie  VOR;  Putnam,  Conn., 
VORTAC;  Providence,  R.I.,  VOR; 
Martha’s  Vineyard,  Mass.,  VOR;  to  the 
Nantucket,  Mass.,  VOR.  The  portion  of 
this  airway  which  coincides  with  R-4104 
shall  be  used  only  after  obtaining  prior 
approval  from  appropriate  authority. 

3.  Section  600.6167  (14  CFR  600.6167) 
is  amended  to  read: 

§  600.6167  VOR  Federal  airway  No.  167 
(Point  Pleasant,  N.J[.,  to  Hyannis, 
Mass.). 

From  the  INT  of  the  Coyle,  N.J.,  VOR 
058°  and  the  Idle  wild,  N.Y.,  VORTAC 
195°  radials  via  the  Idlewild  VORTAC; 
Hartford,  Conn.,  VOR;  INT  of  the  Hart¬ 
ford  VOR  076°  and  the  Providence,  R.L, 
VOR  270’  radials;  Providence  VOR;  INT 
of  the  Providence  VOR  101°  and  toe 
Hyannis,  Mass.,  VOR  224*  radials;  to 
the  Hyannis  VOR. 

4.  Section  601.6146  (14  CFR  601.6146; 
25  Fit.  4859)  is  amended  to  read: 

§  601.6146  VOR  Federal  airway  No.  146 
control  areas  (Wilkes-Barre,  Pa.» 
Nantucket,  Mass.). 

All  of  VOR  Federal  airway  No.  146, 
excluding  the  airspace  at  and  below  1,200 
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above  the  surface  between  the  Provi¬ 
dence,  RX,  VOR  and  the  Nantucket, 
Mass.,  VOR. 

5.  Section  601.6167  (14  CFR  601.6167) 
Is  amended  to  read : 

o  ^ni  6167  VOR  Federal  airway  No.  167 
*  control  areas  (Point  Pleasant,  N.J., 
to  Hyannis,  Mass.). 

All  of  VOR  Federal  airway  No.  167, 
excluding  the  airspace  at  and  below  1,200 
feet  above  the  surface  between  the 
providence,  R.I.,  VOR  and  the  Hyannis, 
Mass.,  VOR. 

These  amendments  shall  become  effec¬ 
tive  0001  e.s.t.,  June  29, 1961. 

(Sec.  307(a).  72  Stat.  749;  49  U.S.C.  1348) 
Issued  in  Washington,  D.C.,  on  May  24, 
1961. 

Lee  E.  Warren, 

Acting  Director,  Bureau  of 
Air  Traffic  Management. 

Doc.  61-4966;  Piled,  May  26,  1961; 
1  ‘  8:49  a.m.] 


[Airspace  Docket  No.  61-FW-10] 

PART  601 — DESIGNATION  OF  CON¬ 
TROLLED  AIRSPACE,  REPORTING 

POINTS,  POSITIVE  CONTROL  ROUTE 

SEGMENTS,  AND  POSITIVE  CON¬ 
TROL  AREAS 

Alteration  of  Control  Zone  and 
Control  Area  Extension 

The  purpose  of  these  amendments  to 
J5  601.2034  and  601.1028  of  the  regula¬ 
tions  of  the  Administrator  is  to  alter  the 
Monroe,  La.,  control  zone  and  the  Monroe 
control  area  extension. 

The  Monroe  control  zone  is  presently 
designated,  in  part,  on  the  southwest 
course  of  the  Monroe  radio  range  station 
and  the  control  area  extension  is  desig¬ 
nated,  in  part,  upon  the  northeast  and 
southwest  courses  of  the  radio  range. 

The  Federal  Aviation  Agency  plans  to 
decommission  the  Monroe  radio  range 
station  on  or  about  June  30,  1961.  The 
Monroe  terminal  area  is  adequately 
served  by  the  Monroe  VORTAC  and  an 
ILS.  Therefore,  action  is  taken  herein 
to  revoke  the  portions  of  the  Monroe 
control  zone  and  control  area  extension 
which  are  based  upon  the  radio  range. 

Since  these  amendments  impose  no 
additional  burden  on  the  public,  notice 
and  public  procedure  hereon  are  un¬ 
necessary  and  they  may  be  made  effec¬ 
tive  immediately.  However,  since  it  is 
necessary  that  sufficient  time  be  allowed 
to  permit  appropriate  changes  to  be 
made  on  aeronautical  charts,  these 
amendments  will  not  become  effective 
until  June  29,  1961. 

In  consideration  of  the  foregoing,  and 
pursuant  to  the  authority  delegated  to 
me  by  the  Administrator  (25  F.R.  12582) 
the  following  actions  are  taken; 

1.  Section  601.2034  (14  CFR  601.2034) 
is  amended  to  read : 


§  601.2034  Monroe,  La.,  control  zone. 

Within  a  5-mile  radius  of  Seim  an  Field 
(latitude  32°30'28''  N.,  longitude  92°02'- 
20"  W.),  and  within  2  miles  either  side 
of  the  41°  and  221°  radials  of  the  Monroe 

VORTAC  extending  from  the  5  mile 
radius  zone  to  a  point  10  miles  SW  of  the 
VORTAC. 

2.  Section  601.1028  (14  CFR  601.1028) 
is  amended  to  read : 

§  601.1028  Control  area  extension 
(Monroe,  La.). 

Within  5  miles  either  side  of  the  41° 
and  221°  radials  of  the  Monroe  VORTAC 
extending  from  the  VORTAC  to  points 
20  miles  NE  and  SW. 


These  amendments  shall  become  effec¬ 
tive  0001  e.s.t.,  June  29,  1961. 


(Sec.  807(a),  72  Stat.  749;  49  U.S.C.  1348) 


Issued  in  Washington,  D.C.,  on  May  24, 
1961. 


Lee  E.  Warren,  ♦: 
Acting  Director,  Bureau  of 
Air  Traffic  Management. 


[F.R.  Doc.  61-4965;  Piled,  May  26,  1961; 
8:49  a.m.] 


[Airspace  Docket  No.  60- AN-3 2] 

PART  608— SPECIAL  USE  AIRSPACE 

Designation  of  Restricted  Area/ 
Military  Climb  Corridor 

On  February  10,  1961,  a  notice  of  pro¬ 
posed  rule  making  was  published  in  the 
Federal  Register  (26  F.R.  1188)  stating 
that  the  Federal  Aviation  Agency  (FAA) 
proposed  to  designate  a  Restricted 
Area/Military  Climb  Corridor  R^2207  at 
Eielson  AFB,  Fairbanks,  Alaska,  and  to 
alter  the  description  of  Amber  Federal 
airway  No.  2  to  include  reference  to  this 
restricted  area. 

The  notice  stated  that  the  upper  limits 
of  R-2207  at  and  above  24,000  feet  would 
be  designated  in  terms  of  feet  above 
mean  sea  level.  However,  these  limits 
are  designated  herein  as  flight  levels  to 
conform  to  the  use  of  a  standard  altim¬ 
eter  setting  at  these  altitudes.  In  addi¬ 
tion,  no  action  is  taken  herein  to  alter 
the  description  of  Amber  2  as  proposed 
in  the  notice.  Instead,  the  proposed 
change  will  be  incorporated  in  a  com¬ 
plete  redescription  of  Amber  2  appearing 
in  Airspace  Docket  No.  60-LA-36. 

No  adverse  comments  were  received 
regarding  the  proposed  amendments. 

Interested  persons  have  been  afforded 
an  opportunity  to  participate  in  the 
making  of  the  rule  herein  adopted,  and 
due  consideration  has  been  given  to  all 
relevant  matter  presented. 

The  substance  of  the  proposed  amend¬ 
ment  having  been  published,  therefore, 
pursuant  to  the  authority  delegated  to 
me  by  the  Administrator  (25  F.R.  12582) 
and  for  the  reasons  stated  in  the  notice, 
the  following  action  is  taken: 

In  §  608.22  (26  F.R.  873)  the  following 
is  added: 


R-2207  Fairbanks,  Alaska  (Eielson  AFB) ,  Re¬ 
stricted  Area/Military  Climb  Corridor 

Boundaries.  That  area  centered  on  the 
016°  radial  of  the  Eielson  AFB  TACAN  ex¬ 
tending  from  5  miles  N.  of  the  airbase  (lati¬ 
tude  64°40'00"  N.,  longitude  147°06'00"  W.) 
to  32  miles  N.  of  the  airbase  having  a  width 
of  2  miles  at  the  beginning  and  a  width  of 
4.6  miles  at  the  outer  extremity. 

Designated  altitudes. 

3,500'  MSL  to  15,000'  MSL  from  5  miles 
N.  of  the  airbase  to  6  miles  N.  of  the  airbase. 
3,500'  MSL  to  flight  level  240  from  6  to  7 
miles  N.  of  the  airbase.  5,500'  MSL  to  flight 
level  270  from  7  to  9  miles  N.  of  the  airbase. 
7,000'  MSL  to  flight  level  270  from  9  to  15 
miles  N.  of  the  airbase.  10,000'  MSL  to  flight 
level  270  from  15  to  20  miles  N.  of  the  air¬ 
base.  13,000'  MSL  to  flight  level  270  from 
20  to  25  miles  N.  of  the  airbase.  16,000'  MSL 
to  flight  level  270  from  25  to  32  miles  N.  of 
the  airbase. 

Tnme  of  designation.  Continuous. 
Controlling  agency.  Federal  Aviation 
Agency,  Fairbanks  Approach  Control. 

Using  agency.  Commander,  Eielson  AFB, 
Alaska. 

This  amendment  shall  become  effec¬ 
tive  0001  e.s.t.,  July  27,  1961. 

(Sec.  307(a),  72  Stat.  749;  49  U.S.C.  1348) 

Issued  in  Washington,  D.C.,  on  May 
22,  1961. 

D.  D.  Thomas, 

.  Director,  Bureau  of 
Air  Traffic  Management. 

[F.R.  Doc.  61-4937;  Filed,  May  26,  1961; 
8:45  am] 

Title  15— COMMERCE  AND 
FOREIGN  TRADE 

Chapter  II — National  Bureau  of  Stand¬ 
ards,  Department  of  Commerce 

SUBCHAPTER  A— TEST  FEE  SCHEDULES 

PART  201— ELECTRICITY 
Standard  Cells 

In  accordance  with  the  provisions  of 
section  4  (a)  and  (c)  of  the  Administra¬ 
tive  Procedure  Act,  it  has  been  found 
that  notice  and  hearing  on  these  sched¬ 
ules  of  fees  are  unnecessary  for  the  rea¬ 
son  that  such  procedures,  because  of  the 
nature  of  these  rules,  serve  no  useful 
purpose.  This  amendment  is  effective 
from  July  1,  1961. 

1.  Part  201  is  amended  by  the  addi¬ 
tion  of  the  following  note  after  item 
201.201a,  in  §  201.201,  to  read  as  follows: 

Note  on  item  (a) — Calibration  of  unsat¬ 
urated  standard  cells.  After  June  30,  1961 
unsaturated  standard  cells,  the  portable 
type,  will  be  accepted  for  calibration  by  the 
National  Bureau  of  Standards  only  from 
public  utilities  and  others  having  operations 
of  such  a  nature  as  to  require  calibrations 
by  the  National  Bureau  of  Standards. 

(Sec.  9,  31  Stat.  1450,  as  amended;  15  U.S.C. 
277.  Interprets  or  applies  sec.  7,  70  Stat.  959; 
15  U.S.C.  275a) 

[SEAL]  A.  V.  ASTIN, 

Director. 

[FJEt.  Doc.  61-4962;  Filed,  May  26,  1961; 
8:49  a.m.] 
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Title  21— FOOD  AND  DRUGS 

Chapter  I — Food  and  Drug  Adminis¬ 
tration,  Department  of  Health,  Edu¬ 
cation,  and  Welfare 
SUBCHAPTER  B— FOOD  AND  FOOD  PRODUCTS 

PART  20 — FROZEN  DESSERTS;  DEFI¬ 
NITIONS  AND  STANDARDS  OF 
IDENTITY 

Ice  Cream,  French  Ice  Cream,  Ice  Milk, 
and  Fruit  Sherbets;  Effective  Date  of 
Order  Amending  Standards  of 
Identity 

Pursuant  to  the  provisions  of  the  Fed¬ 
eral  Food,  Drug,  and  Cosmetic  Act  (secs. 
401,  701,  52  Stat.  1046,  1055,  as  amended 
70  Stat.  919,  72  Stat.  948;  21  U.S.C.  341, 
371)  and  in  accordance  with  the  author¬ 
ity  delegated  to  the  Commissioner  of 
Food  and  Drugs  by  the  Secretary  of 
Health,  Education,  and  Welfare  (25  F.R. 
8625),  notice  is  hereby  given  that  no  ob¬ 
jections  were  filed  to  the  order  published 
in  the  Federal  Register  of  April  8,  1961 
(26  F.R.  3022)  with  regard  to  the  op¬ 
tional  ingredients  mono-  and  diglycer¬ 
ides  in  the  standards  of  identity  for  ice 
cream,  french  ice  cream,  ice  milk,  and 
fruit  sherbets.  Accordingly  the  amend¬ 
ments  promulgated  by  that  order  will 
become  effective  June  7,  1961. 

(Secs.  401,  701,  52  Stat.  1046,  1055,  as  amend¬ 
ed  70  Stat.  919,  72  Stat.  948;  21  U.S.C.  341, 
371) 

Dated:  May  22,  1961. 

[seal]  Geo.  P.  Larrick, 

Commissioner  of  Food  and  Drugs. 

[F.R.  Doc.  61-4950;  Filed,  May  26,  1961; 
8:46  a.m.] 


PART  121— FOOD  ADDITIVES 

Subpart  F — Food  Additives  Resulting 
From  Contact  With  Containers  or 
Equipment  and  Food  Additives 
Otherwise  Affecting  Food 

Triethylene  Glycol 

The  Commissioner  of  Food  and  Drugs, 
having  evaluated  the  data  submitted  in 
a  petition  filed  by  Olin  Mathieson  Chem¬ 
ical  Corporation,  New  Haven,  Connecti¬ 
cut,  on  its  own  behalf  and  for  the  Dow 
Chemical  Company,  Midland,  Michigan, 
and  Union  Carbide  and  Chemical  Com¬ 
pany,  270  Park  Avenue,  New  York  17, 
New  York,  and  other  relevant  material, 
has  concluded  that  the  following  regu¬ 
lation  should  issue  in  conformity  with 
section  409  of  the  Federal  Food,  Drug, 
and  Cosmetic  Act  with  respect  to  the 
food  additive  triethylene  glycol  as  a  plas¬ 
ticizer  in  cellulosic  packaging  material. 
Therefore,  pursuant  to  the  provisions  of 
the  act  (sec.  409(c)  (1),  72  Stat.  1786;  21 
U.S.C.  348(c)(1)),  and  under  the  au¬ 
thority  delegated  to  him  by  the  Secre¬ 
tary  of  Health,  Education,  and  Welfare 
(25  F.R.  8625) ,  Subpart  F  (21  CFR  Part 
121)  of  the  food  additive  regulations  is 
amended  by  adding  thereto  the  following 
new  section: 


§  121.2511  Trielhylene  glycol. 

Triethylene  glycol  may  be  safely  used 
in  food-packaging  materials  when  used 
in  accordance  with  the  following  pre¬ 
scribed  conditions. 

(a)  The  food  additive  contains  less 
than  0.1  percent  of  diethylene  glycol. 

(b)  It  is  used  or  intended  for  use  as 
a  plasticizer  in  cellulosic  food-packaging 
materials. 

Any  person  who  will  be  adversely 
affected  by  the  foregoing  order  may  at 
any  time  prior  to  the  thirtieth  day  from 
the  date  of  its  publication  in  the  Federal 
Register  file  with  the  Hearing  Clerk, 
Department  of  Health,  Education,  and 
Welfare,  Room  5440,  330  Independence 
Avenue  SW.,  Washington  25,  D.C.,  writ¬ 
ten  objections  thereto.  Objections  shall 
show  wherein  the  person  filing  will  be 
adversely  affected  by  the  order  and 
specify  with  particularity  the  provisions 
of  the  order  deemed  objectionable  and 
the  grounds  for  the  objections.  If  a 
Rearing  is  requested,  the  objections  must 
state  the  issues  for  the  hearing.  A* 
hearing  will  be  granted  if  the  objections 
are  supported  by  grounds  legally  suffi¬ 
cient  to  justify  the  relief  sought.  Ob¬ 
jections  may  be  accompanied  by  a  mem¬ 
orandum  or  brief  in  support  thereof.  All 
documents  shall  be  filed  in  quintuplicate. 

Effective  date.  This  order  shall  be 
effective  on  the  date  of  its  publication  in 
the  Federal  Register. 

(Sec.  409(c)(1),  72  Stat.  1786;  21  U.S.C.  348 

(c)(1)) 

Dated;  May  19,  1961. 

[seal]  Geo.  P.  Larrick, 

Commissioner  of  Food  and  Drugs. 

[F.R.  Doc.  61-4951;  Filed,  May  26,  1961; 

8:47  a.m.] 


Title  29— LABOR 

Chapter  V — Wage  and  Hour  Division, 
Department  of  Labor 
SUBCHAPTER  A— REGULATIONS 

PART  512— REVIEW  COMMITTEES 
FOR  PUERTO  RICO  AND  THE 
VIRGIN  ISLANDS 

With  respect  to  employees  covered  by 
wage  orders  in  effect  in  Puerto  Rico  and 
the  Virgin  Islands,  the  Fair  Labor  Stand¬ 
ards  Amendments  of  1961  (P.L.  87-30, 
87th  Cong.,  May  5,  1961)  provide  for  an 
increase  of  the  rate  or  rates  applicable 
under  the  latest  wage  orders  issued  prior 
to  September  3,  1961,  by  15  percentum 
and  for  a  subsequent  increase  of  an  ad-* 
ditional  10  percentum  unless  such  in¬ 
creased  rate  or  rates  are  superseded  by 
the  rate  or  rates  prescribed  in  wage 
orders  issued  pursuant  to  the  recom¬ 
mendations  of  review  committees.  In 
order  to  provide  the  procedure  for  pro¬ 
mulgating  wage  orders  pursuant  to  the 
recommendations  of  such  review  com¬ 
mittees,  and  under  the  authority  pro¬ 
vided  in  the  Fair  Labor  Standards  Act 
of  1938  (29  U.S.C.  200),  the  Fair  Labor 
Standards  Amendments  of  1961,  Reor¬ 
ganization  Plan  No.  6  of  1950  (3  CFR 


1949-53  Comp.,  p.  1004),  and  General 
Order  No.  45-A  of  the  Secretary  of  Labor 
(15  F.R.  3290),  Title  29  of  the  CodeTof 
Federal  Regulations  is  hereby  amended 
to  provide  a  new  Part  512,  as  herein.  N 
after  set  out.  As  this  regulation  is  l 
rule  of  agency  procedure,  and  must  be 
effective  immediately  in  order  to  accom¬ 
plish  its  purpose,  no  provision  for  public 
participation  in  its  formulation  or  delay 
in  its  effective  date  is  required  by  the 
Administrative  Procedure  Act,  and  none 
is  provided. 

Sec. 

512.1  Scope  and  application. 

512.2  Statutory  requirements  prerequisite 

for  appointment  of  review  com¬ 
mittees. 

512.3  Industry. 

512.4  Confidentiality. 

512.5  Identification  and  filing  date. 

512.6  Majority  of  employees  in  the  in- 

dustry. 

512.7  Financial  and  other  information. 

512.8  Payroll  and  employment  data. 

512.9  Other  Information. 

512.10  Action  on  application. 

512.11  Review  committee  procedure. 

512.12  Effective  period,  of  the  15  percentum 

increase  or  the  review  committee 
wage  order. 

512.13  Surety  undertaking. 

Authority:  §§  512.1  to  512.13  issued  under 
29  U.S.C.  200  and  P.L.  87-30,  87th  Cong 
May  5.  1961. 

§  512.1  Scope  and  application. 

Paragraph  (A)  of  proviso  (1),  sub¬ 
section  6(c)  of  the  Fair  Labor  Standards 
Act  of  1938,  as  amended,  requires,  with 
respect  to  employees  in  Puerto  Rico  and 
the  Virgin  Islands,  that  the  rate  or  rates 
applicable  to  them  under  the  latest  in¬ 
dustry  wage  order  prior  to  September  3, 
1961,  be  increased  by  15  percentum,  un¬ 
less  such  rate  or  rates  are  superseded  by 
a  rate  or  rates  prescribed  in  a  wage 
order  issued  pursuant  to  the  recommen¬ 
dations  of  a  review  committee  appointed 
under  subsection  6(c) ,  proviso  (1) ,  para¬ 
graph  (C) .  The  regulations  in  this  part 
provide  the  procedure  for  applications 
for  the  appointment  of  such  review  com¬ 
mittees,  as  well  as  the  procedure  to  be 
observed  by  such  committees  in  the  con¬ 
duct  of  investigations  and  hearings  and 
in  formulating  their  recommendations, 
and  the  procedure  for  the  promulgation 
of  wage  orders  giving  effect  to  their 
recommendations. 

§  512.2  ^Statutory  requirements  prereq¬ 
uisite  for  appointment  of  review 
committees. 

Under  the  terms  of  the  governing 
statute,  authority  to  appoint  a  review 
committee  for  the  purpose  provided  in 
§  512.1  arises  only  where  application  is 
made  to  the  Secretary  of  Labor  in  writ¬ 
ing,  by  any  employer  or  group  of  em¬ 
ployers  employing  a  majority  of  the 
employees  in  an  industry  in  Puerto  Rico 
or  the  Virgin  Islands,  for  the  appoint¬ 
ment  of  a  review  committee  to  recom¬ 
mend  the  minimum  rate  or  rates  to  be 
paid  such  employees  in  lieu  of  the  rate 
or  rates  resulting  from  the  percentage 
increases  described  in  §  512.1.  Such  ap¬ 
plications  cannot  be  filed  later  than  July 
4,  1961.  Appointment  of  a  review  com¬ 
mittee  pursuant  to  such  application  is 
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ufihorized  only  if  the  Secretary  of  Labor 
has  reasonable  cause  to  believe,  on  the 
basis  of  financial  and  other  information 
contained  in  the  application,  that  com- 
nliance  with  the  applicable  rate  or  rates 
referred  to  in  §  512.1  will  substantially 
curtail  employment  in  such  industry.  It 
is  provided  that  the  Secretary’s  decision 
on  such  application  shall  be  final. 

§  512.3  Industry. 

Only  one  application  for  each  industry 
shall  be  received.  The  definition  of  each 
industry  shall  conform  to  one  of  the 
definitions  under  the  first  section,  en¬ 
titled  “Definition”,  in  Parts  601  to  713, 
both  inclusive,  of  this  chapter  excluding, 
however,  Parts  694,  695,  and  697  of  this 
chapter.  In  the  case  of  industries  in  the 
Virgin,  Islands,  the  definition  of  an  in¬ 
dustry  shall  conform  to  one  of  the  let¬ 
tered  subsections  of  §  694.1  of  this  chap¬ 
ter.  Every  employer  who  joins  a  group 
of  employers  in  filing  an  application 
must  sign  it.  Signers  on  behalf  of  busi¬ 
ness  organizations  should  be  the  em¬ 
ployer’s  chief  executive  officer  in  charge 
of  all  its  operations  in  the  industry  in 
Puerto  Rico  or  the  Virgin  Islands,  as  the 
case  may  be,  or  an  officer  with  super¬ 
visory  authority  over  such  chief  execu¬ 
tive.  Each  such  application  should  be 
complete  in  one  document.  Where,  how¬ 
ever,  substantial  reason  compels  a  par¬ 
ticular  employer  to  join  a  group  of 
employers  in  filing  an  application  by  a 
separate  document  and  if  it  meets  the 
requirements  provided  in  §§  512.3  to 
512.9,  it  will  be  received,  considered,  to¬ 
gether  with  the  presentation  of  the  other 
employers  in  the  group,  and  the  em¬ 
ployer  will  be  accorded  status  as  an  ap¬ 
plicant  under  §  512.13. 

§  512.4  Confidentiality. 

Each  application  and  the  financial 
and  other  information  contained  therein 
shall,  if  the  application  is  granted,  be¬ 
come  a  matter  of  public  record  at  the 
time  the  application  is  granted.  Such 
documents  will,  upon  appointment  of 
the  review  committee,  be  referred  to  it 
in  accordance  with  section  5(d)  of  the 
Fair  Labor  Standards  Act.  Prior  to  the 
granting  of  any  such  application,  and 
both  prior  to  and  after  the  denial  of 
any  such  application,  access  to  such 
documents  will  be  restricted,  and  the 
contents  thereof  will  be  revealed  only 
to  the  Secretary  and  officers  and  em¬ 
ployees  of  the  Department  of  Labor 
whose  duties  require  the  examination  of 
such  applications. 

§  312.5  Identification  and  filing  date. 

Each  application  shall  separately  state 
for  each  employer  participating  in  it, 
his  name  and  address  (in  Puerto  Rico 
or  the  Virgin  Islands  as  the  case  may 
be),  the  products  produced  and  services 
rendered  by  the  employees  to  whom  the 
application  relates,  and  the  applicable 
wage  order  and  any  classification  or 
classifications  applicable  to  such  em¬ 
ployees,  all  as  defined  in  Parts  601 
through  713,  both  inclusive,  of  this 
chapter.  The  application  shall  be  filed 
no  later  than  July  4,  1961.  No  clarifica¬ 
tion,  supplement,  or  additional  data  filed 
after  July  4,  1961,  may  be  considered. 
If  the  application  is  sent  by  airmail  be¬ 


tween  Puerto  Rico  or  the  Virgin  Islands 
and  the  mainland,  such  filing  shall  be 
deemed  timely  if  postmarked  not  later 
than  July  4, 1961.  The  original  and  two 
copies  of  the  application  shall  be  filed  at 
the  Office  of  the  Administrator  of  the 
Wage  and  Hour  Division,  United  States 
Department  of  Labor,  Washington  25, 
District  of  Columbia,  and  one  copy  shall 
be  filed  at  the  Office  of  the  Territorial 
Director  of  the  Wage  and  Hour  Division, 
United  States  Department  of  Labor,  New 
York  Department  Store  Building,  For¬ 
taleza  and  San  Jose  Streets,  San  Juan, 
Puerto  Rico. 

§  512.6  Majority  of  employees  in  tlic 
industry. 

In  order  to  provide  the  information 
necessary  to  determine  whether  the  em¬ 
ployer  or  employers  applying  for  ap¬ 
pointment  of  a  review  committee  employ 
a  majority  of  the  employees  in  the  indus¬ 
try,  the  application  shall  show  the  num¬ 
ber  of  employees  subject  to  the  wage 
order  for  such  industry  who  were  em¬ 
ployed  by  each  such  employer  for  the 
payroll  week  which  includes  May  1,  1961. 
In  addition  to  this  information,  such  in¬ 
formation  on  employment  during  an¬ 
other  specific  payroll  week  may  be  sub¬ 
mitted  if  the  application  shows  that 
employers  employing  a  majority  of  the 
employees  in  the  industry  and  partici¬ 
pating  in  the  application  agree  upon  such 
week  as  the  most  recent  payroll  week 
considered  to  be  normal,  and  if  the  ap¬ 
plication  presents  facts  which  establish 
that  employment  during  such  other  week 
is,  because  of  factors  such  as  seasonality 
or  temporary  abnormal  conditions,  more 
representative  than  the  employment 
during  the  week  which  includes  May  1, 
1961.  The  name  and  address  of  each 
employing  establishment  in  the  indus¬ 
try  which  has  not  joined  in  the  applica¬ 
tion  shall  also  be  stated,  together  with 
the  estimated  number  of  employees  em¬ 
ployed  by  it  on  May  1,  1961,  and  such 
other  week  as  may  be  selected  for  count¬ 
ing  employees  of  employers  joining  in 
the  application.  Employers  filing  infor¬ 
mation  on  employment  in  establish¬ 
ments  operated  by  other  employers  in 
their  industry  who  have  not  joined  in 
the  application  shall  supply  the  best  in¬ 
formation  they  are  able  to  discover  on 
this  question,  identifying  its  source. 

§  512.7  Financial  and  other  information. 

(a)  The  application  shall  set  forth 
separately  for  each  employer  participat¬ 
ing  in  such  application  the  financial  and 
other  information  with  respect  to  his 
operations  which  is  relied  upon  to  estab¬ 
lish  reasonable  cause  for  believing  that 
substantial  curtailment  of  employment 
in  the  industry  will  result  if  the  rate  or 
rates  resulting  from  the  percentage  in¬ 
creases  provided  by  the  Amendments  are 
required  to  be  paid  to  the  employees  to 
whom  they  are  made  applicable.  All 
other  information  with  respect  to  the 
industry  which  is  relied  upon  to  establish 
reasonable  cause  for  such  belief  shall  also 
be  included.  If  such  information  is  not 
set  forth  in  such  pertinent  detail  as  will 
permit  the  Secretary  to  conclude  that 
there  is  reasonable  cause  to  believe  that 
such  curtailment  of  employment  will  re¬ 
sult,  he  is  not  authorized  to  appoint  a 


review  committee.  It  is  therefore  recom¬ 
mended  that  each  application  contain 
such  information  in  at  least  the  detail  re¬ 
quired  by  Part  511  of  this  chapter  as  a 
prerequisite  to  becoming  a  party  to  a 
proceeding  before  a  special  industry 
committee.  In  addition  to  such  informa¬ 
tion  as  described  in  paragraph  (b)  of 
this  section  and  §  512.9,  necessary  pay¬ 
roll  and  employment  data  as  set  forth  in 
§  512.8  should  be  submitted. 

(b)  Each  application  should  provide 
pertinent,  unabridged  profit  and  loss 
statements  and  balance  sheets  for  a  rep¬ 
resentative  period  of  years  (not  less  than 
three)  covering  the  operations  of  each 
employer  in  the  industry  joining  in  such 
application,  and  include  the  most  recent 
period  of  a  year  or  fraction  thereof  for 
which  such  data  are  available.  Such  fi¬ 
nancial  statements  (except  those  relating 
to  a  period  of  less  than  a  full  fiscal  year 
or  a  fiscal  year  ending  less  than  90  days 
prior  to  the  filing  of  the  application) 
should  be  certified  by  an  independent 
public  accountant,  or  verified  by  the 
employer  to  whom  they  relate,  as  con¬ 
forming  to,  and  being  consistent  with, 
the  corresponding  income  tax  returns 
covering  the  same  years,  so  that  the  ap¬ 
plication  presents  all  the  detail  in  such 
returns  pertinent  to  the  question  whether 
the  15  per  centum  increase  referred  to  in 
§  512.1  will  substantially  curtail  employ¬ 
ment  in  the  industry.  The  names  of  in¬ 
dividuals  or  business  organizations  with 
whom  transactions  were  accomplished, 
and  other  detail  which  is  not  pertinent  to 
the  appointment  of  a  review  committee, 
need  not  be  revealed. 

§  512.8  Payroll  and  employment  data. 

Each  application  should  separately 
present,  for  each  participating  employer, 
payroll  data  adequate  to  reflect  for  every 
worker  employed  by  him  who  was  sub¬ 
ject  to  the  industry  wage  order  in  the 
workweek  or  workweeks  identified  in 
§  512.6  at  least  the  following:  the  wage 
rate  at  which  the  worker  is  employed,  his 
hours  worked  in  the  workweek,  his  total 
earnings,  and  his  straight  time  hourly 
earnings  as  computed  from  the  weekly 
straight  time  earnings  and  hours  of 
work.  In  reporting  payroll  data  on 
homeworkers,  only  the  number  of  home¬ 
workers  and  the  total  amount  paid  to 
each  need  be  shown.  Those  employees 
who  are  learners  or  apprentices  working 
under  special  certificates  shall  be  identi¬ 
fied  as  such  in  the  data.  In  addition  to 
such  payroll  data,  there  should  be  stated 
the  number  of  employees  employed  by 
each  participating  employer  who  were 
covered  by  the  wage  order  for  the  indus¬ 
try  during  the  preceding  payroll  periods 
as  follows:  3  months,  6  months,  9 
months,  one  year,  and  two  years  prior  to 
the  period  for  which  information  is  sup¬ 
plied  in  compliance  with  §  512.6.  The 
number  of  learners  working  under  spe¬ 
cial  certificates  shall  be  stated  sepa¬ 
rately. 

§  512.9  Other  information. 

Other  information  which  the  partici¬ 
pants  in  the  application  deem  necessary 
or  appropriate  for  consideration  on  the 
question  of  whether  the  15  per  centum 
wage  increase  referred  to  in  §  512.1  will 
substantially  curtail  employment  in  the 
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industry  shall  be  supplied  in  the  applica¬ 
tion.  Among  the  types  of  data  which 
may  be  considered  pertinent,  are  those 
revealing  (a)  employment  and  labor 
conditions  and  trends  in  Puerto  Rico  or 
the  Virgin  Islands,  as  the  case  may  be, 
and  on  the  mainland,  particularly  after 
the  effective  date  of  the  most  recent  ap¬ 
plicable  wage  order,  including  such  items 
as  present  and  past  employment,  present 
wage  rates,  perquisites  and  fringe  bene¬ 
fits,  changes  in  average  hourly  earnings 
or  wage  structure,  provisions  of  collective 
bargaining  agreements,  hours  of  work, 
labor  turnover,  absenteeism,  productiv¬ 
ity,  learning  periods,  rejection  rates  and 
similar  factors;  (b)  market  conditions 
and  trends  in  Puerto  Rico  or  the  Virgin 
Islands,  as  the  case  may  be,  and  on  the 
mainland,  including  changes  in  the  vol¬ 
ume  and  value  of  production,  market 
outlets,  price  changes,  style  factors,  con¬ 
sumer  demand,  and  similar  marketing 
factors;  (c)  comparative  production 
costs  in  Puerto  Rico  or  the  Virgin 
Islands,  as  the  case  may  be,  with  such 
costs  on  mainland  and  in  foreign  coun¬ 
tries,  together  with  the  conditions  re¬ 
sponsible  for  the  differences. 

§  512.10  Action  on  application. 

Each  application  under  this  part  will 
be  considered  promptly  after  July  4, 
1961,  and  decisions  thereon  will  be 
promptly  communicated  to  employers 
participating  in  the  application.  On  ap¬ 
proval  of  any  such  application,  an  order 
of  appointment  of  a  review  committee 
for  the  industry  to  which  it  relates  will 
be  published  in  the  Federal  Register. 
Approval  of  an  application  shall  not,  in 
proceedings  before  a  review  committee, 
be  considered  as  evidence  that  any  spe¬ 
cific  rate  or  rates  which  may  be  appli¬ 
cable  or  may  be  made  applicable  under 
any  provision  of  the  Act  to  employees  in 
the  industry  concerned  will  or  will  not 
cause  substantial  curtailment  of  employ¬ 
ment  therein. 

§  512.11  Review  committee  procedure. 

The  provisions  of  sections  5  and  8  of 
the  Fair  Labor  Standards  Act  of  1938 
relating  to  special  industry  committees 
are  applicable  to  review  committees  ap¬ 
pointed  pursuant  to  this  part.  Part  511 
of  this  chapter,  entitled  “Wage  Order 
Procedure  for  Puerto  Rico,  the  Virgin 
Islapds,  and  American  Samoa”  shall  gov¬ 
ern  the  procedure  of  review  committees 
and  the  general  method  for  issuance  of 
wage  orders  pursuant  to  their  recom¬ 
mendations,  except  insofar  as  Part  511 
of  this  chapter  may  be  inconsistent  with 
this  part  or  the  Fair  Labor  Standards 
Amendments  of  1961  (P.L.  87-80,  87th 
Cong.,  May  5,  1961). 

§  512.12  Effective  period  of  the  15  per 
centum  increase  or  the  review  com¬ 
mittee  wage  order. 

Except  as  provided  in  §  512.13,  the  15 
per  centum  wage  increase  or  the  super¬ 
seding  rate  or  rates  prescribed  in  a  wage 
order  issued  pursuant  to  the  recom¬ 
mendations  of  a  review  committee,  as 
referred  to  in  §  512.1,  shall  be  effective 
November  3,  1961,  or  one  year  after  the 
effective  date  of  the  latest  applicable 
wage  order  issued  prior  to  September  3, 
1961,  whichever  is  later.  The  appoint¬ 


ment  of  a  review  committee  shall  be  in 
addition  to,  and  not  in  lieu  of,  any  special 
industry  committee  required  to  be  ap¬ 
pointed  pursuant  to  subsection  (a)  of 
section  8  of  the  Fair  Labor  Standards  Act 
of  1938,  as  amended,  except  that  no  spe¬ 
cial  industry  committee  shall  hold  any 
hearing  within  one  year  after  a  minimum 
wage  rate  or  rates  for  such  industry  shall 
have  been  recommended  to  the  Secretary 
of  Labor  by  a  review  committee  to  be 
paid  in  lieu  of  the  15  per  centum  referred 
to  in  §  512.1.  The  minimum  wage  rate 
or  rates  provided  by  such  percentage 
increase,  or  by  wage  order  making  effec¬ 
tive  the  recommendations  of  a  review 
committee,  shall  be  in  effect  only  for  so 
long  as,  and  insofar  as,  such  minimum 
wage  rate  or  rates  have  not  been  super¬ 
seded  by  a  wage,  order  fixing  a  higher 
minimum  wage  rate  or  rates  (but  pot 
in  excess  of  $1.15  per  hour)  hereafter 
issued  by  the  Secretary  of  Labor  pur¬ 
suant  to  the  recommendations  of  a 
special  industry  committee. 

§  512.13  Surely  undertaking. 

(a)  Eligibility  for  relief.  In  the  event 
a  review  committee  has  been  appointed 
as  provided  in  §  512.10  and  its  delibera¬ 
tions  have  not  resulted  in  a  wage  order 
effective  on  or  before  the  effective  date 
referred  to  in  §  512.12,  the  15  per  centum 
increase  referred  to  in  §  512.1  shall  go 
into  effect  on  the  effective  date  referred 
to  in  §  512.12,  except  with  respect  to  the 
employees  of  an  employer  who  filed  a 
timely  application  under  §  512.5  to  the 
extent  that  he  qualifies  for  relief  under 
paragraph  (b)  of  this  section. 

(b)  Conditions  of  relief.  Each  em¬ 
ployer  eligible  for  relief  as  provided  in 
paragraph  (a)  of  this  section  is  hereby 
relieved,  subject  to  the  following  condi¬ 
tions,  from  the  obligation  to  pay  the  15 
per  centum  wage  increase  referred  to  in 
§  512.1  until  the  effective  date  of  the 
wage  order  for  his  industry  recommended 
by  the  review  committee  appointed  under 
§  512.10.  Such  relief  shall  begin  when, 
and  continue  as  long  as,  the  following 
conditions  are  complied  with: 

(1)  He  shall  file  with  the  Secretary 
of  Labor  a  bond  enforceable  by  the  Sec¬ 
retary  of  Labor  in  the  district  court  of 
the  United  States  for  the  District  of 
Columbia  or  for  the  district  of  Puerto 
Rico  by  service  of  process  on  a  public 
officer  in  the  District  of  Columbia  or 
in  Puerto  Rico  who  is,  by  irrevocable  ap¬ 
pointment  in  the  undertaking,  author¬ 
ized  to  receive  service  of  process  on  the 
employer’s  behalf  in  any  judicial  pro¬ 
ceeding  to  enforce  the  bond.  The  con¬ 
dition  of  the  bond  shall  be  such  that 
liability  for  the  amount  of  the  under¬ 
taking  may  be  avoided  only  if  there  is 
payment  to  each  of  his  employees  of  an 
amount  equal  to  the  difference  between 
the  wages  they  actually  receive  and  the 
wages  they  would  have  been  entitled  to 
receive,  had  there  been  no  relief. 

(2)  The  liability  in  such  a  bond  shall 
be  fully  joined  by  a  corporate  surety 
identified  currently  by  the  Secretary  of 
the  Treasury  under  sections  6  through 
13  of  Title  6  of  the  United  States  Code 
as  an  acceptable  surety  on  federal  bonds 
who  is  licensed  to  transact  a  surety  busi¬ 
ness  and  has  a  process  agent,  both  in 


the  District  of  Columbia  and  in  Puerto 
Rico. 

(3)  The  employer  shall  file  with  the 
Secretary  of  Labor  a  weekly  report  show 
ing  the  cumulative  difference  between 
the  total  amount  of  wages  he  has  paid 
to  his  employees  through  the  end  of  the 
preceeding  workweek  and  the  total 
wages  his  employees  will  be  entitled  to 
receive  if  the  review  committee  recom¬ 
mends  an  increase  of  15  per  centum 

(4)  The  relief  shall  not  be  effective  for 
any  period  after  the  cumulative  differ- 
ence  reported  under  subparagraph  (3)  0f 
this  paragraph  exceeds  75  per  centum  of 
the  amount  of  the  undertaking,  nor  after 
the  Secretary  of  Labor  advises  the  em¬ 
ployer  that  in  his  opinion  the  amount  of 
the  undertaking  is  inadequate  to  give 
satisfactory  assurance  that  the  em¬ 
ployees  whose  wages  are  affected  by  the 
relief  will  ultimately  receive  the  total 
compensation  for  their  work  that  they 
would  have  received  had  there  been  no 
relief. 

(5)  The  condition  of  the  bond  shall 
also  require  that  sums  due  employees 
who  cannot  be  located  within  three  years 
after  the  effective  date  of  the  wage  order 
recommended  by  the  review  committee 
shall  be  payable  to  the  Secretary  of 
Labor  to  be  covered  into  the  Treasury 
of  the  United  States  as  miscellaneous 
receipts. 

Signed  at  Washington,  D.C.,  this  25th 
day  of  May  1961. 

Clarence  T.  Lundqtjist, 
Administrator: 

[F.R.  Doc.  61-4996;  Filed,  May  26,  1961; 

8:51  a.m.] 


Title  32— NATIONAL  DEFENSE 

Chapter  VII — Department  of  the 
Air  Force 

SUBCHAPTER  J—  AIR  FORCE  PROCUREMENT 
INSTRUCTIONS 

MISCELLANEOUS  AMENDMENTS  TO 
SUBCHAPTER 

The  following  miscellaneous  amend¬ 
ments  are  issued  to  this  subchapter: 

PART  1007— CONTRACT  CLAUSES 

Subpart  Y — Clauses  and  Arrange¬ 
ments  for  Letter  Contracts 

Revise  §  1007.2504  to  read  as  follows: 

§  1 007.2504  Required  clauses  for  fixed- 
price  letter  contracts. 

The  following  clauses  will  be  inserted 
in  all  letter  contracts  contemplating  a 
fixed -price  definitive  contract.  Clauses 
will  be  consecutively  numbered.  Any 
clause  listed  under  §  1007.2504-3  which 
is  inapplicable  to  a  specific  contract 
may  be  deleted  from  that  contract. 
The  list  may  be  revised  as  necessary  to 
keep  current  with  ASPR  revisions.  Ad¬ 
ditional  clauses,  applicable  to  a  specific 
contract  (such  as  clauses  in  Subpart 
NN  of  this  part)  will  be  incorporated, 
to  the  extent  required  by  the  instruc¬ 
tions  pertaining  to  such  clauses,  by 
reference  in  Exhibit  “A”  to  the  contract. 


Saturday ,  May  27,  1961 

Subpart  KK— Clauses  and  Arrange¬ 
ments  for  Negotiated  Utility  Service 
Contracts 

§  1007*370^"^  [Amendment]  • 

In  §  1007.3706-1,  add  the  following 
between  “Appropriation  chargeable 
♦  *  and  “This  contract  *  *  *  called 
the  Contractor”:  “Negotiated  pursuant 
to  10  U.S.C.  2304(a)  (  >.” 

/sec.  8012,  70A  Stat.  488;  10  U.S.C.  8012. 
Tnterpret  or  apply  secs.  2301—2314,  70A  Stat. 
127-133:  10  U.S.C.  2301-2314) 


PART  1008— TERMINATION  OF 
CONTRACTS 

In  Part  1008,  Subparts  A,  B,  C,  E,  P, 

and  G  are  revised,  and  new  Subparts 

D and  H  are  added,  as  follows: 

Sec. 

1008  000  Scope  and  applicability  of  part. 

Subpart  A — Definition  of  Terms 

1008.101  Definitions. 

1008.101- 60  Administrative  contracting  of¬ 
ficer. 

1008.101- 61  Engineering  changes. 

1008.101- 52  Excess  contractor  inventory. 

1008.101- 53  Government-furnished  aircraft 
equipment  (GFAE) . 

1008.101- 64  Plant  clearance  officer. 

1008.101- 55  Procuring  contracting  officer. 

1008.101- 56  Production  method  changes. 

1008.101- 57  Standby  tooling. 

1008.101- 58  Subcontractor. 

1008.101- 59  Surplus  contractor  inventory. 

'  1008.101-60  Termination  authority. 

1008.101- 61  Termination  contracting  officer. 

1008.101- 62  Unadjusted  contractual  changes 
(UCC’s). 

Subpart  B— General  Principles  Applicable  to  the 
Settlement  of  Fixed-Price  Type  Contracts  Termi¬ 
nated  for  Convenience  and  to  the  Settlement 
of  all  Terminated  Cost-Reimbursement  Type 
Contracts 

1008200  Scope  of  subpart. 

1008200-50  Delegation  of  authority  to 
Commander,  AMC. 

1008.200- 51  Delegation  of  authority  to  Di¬ 
rector  of  Procurement  and  Production, 
Hq  AMC. 

1008200-52  Delegation  of  authority  to  the 
Chief,  Contract  Management  Division, 
Hq  AMC. 

1008200-53  Delegation  of  authority  to  ter¬ 
minate  and  to  settle  terminated  con¬ 
tracts. 

1008200-54  Authority  of  oversea  commands 
(also,  respctive  oversea  Commanders 
MATS,  ADC,  and  SAC  activities,  in  areas 
not  within  the  jurisdiction  of  any  other 
major  commander) ,  air  attaches  and  AP 
foreign  missions. 

1008.200- 55  AF  contracts  executed  without 
termination  clauses. 

1008200-56  Approval  of  significant  termina¬ 
tions  by  Hq  USAF. 

1008201  Authority  of  contracting  officers. 

1008202  Notice  of  termination. 

1008.202- 50  Termination  of  AF  contracts. 

1008.202- 51  Termination  of  letter  facilities 
contracts,  facilities  contracts,  and  fa¬ 
cilities  leases. 

1008202-52  Special  procedures  pertaining 
to  deletions  of  spare  parts  from  AF  con¬ 
tracts  containing  provisioning  docu¬ 
ments. 

1008.202- 53  Termination  of  calls  from  a  call 
contract. 

1008203  Methods  of  settlement. 

1008206  Fraud  or  other  criminal  conduct. 

1008207  Audit  of  settlement  proposals  and 
of  subcontractor  settlements. 

1008208  Settlement  of  subcontract  claims. 

1008.208-3  Settlement  procedure. 
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Sec. 

1008.208- 4  Authorization  for  subcontract 

settlements  of  $10,000  or  less  without 
approval  or  ratification.  / 

1008.208- 7  Government  assistance  in  settle¬ 
ment  of  subcontracts. 

1008.208- 8  Assignment  of  rights  under  sub¬ 
contracts. 

1008.208- 50  Inter-CMR  referral  for  negotia¬ 
tion. 

1008.209  Settlement  agreements. 

1008.209- 1  General. 

1008.209- 2  Excepted  items. 

1008.209- 4  No-cost  settlement. 

1008.209- 6  Joint  settlement  of  two  or  more 
claims. 

1008.209- 7  Settlement  by  determination. 

1008.209- 50  Claims  in  favor  of  the  Govern¬ 
ment. 

1008.209- 51  Processing  of  negotiated  termi¬ 
nation  settlements. 

1008.209- 52  Report  of  litigation. 

1008.209- 53  Closing  and  distribution. 

1008.210  Contracting  officer's  negotiation 
memorandum. 

1008.211  Review  and  approval  of  proposed 
settlements. 

1008.211- 1  Settlement  review  boards. 

1008 .2 1 1- 2  Required  review  and  appro v  al . 

1008.211- 3  Scope  of  review. 

1008.211- 4  Action  by  board. 

1008.212  Payment. 

1008.212- 1  Partial  payments  upon  termina¬ 
tion. 

1008.212- 2  Final  payment. 

1008.251  Recoupment  of  renegotiation 
debts. 

1008.252  Settlement  of  unadjusted  contrac¬ 
tual  changes  (UCC’s) . 

1008.253  Transfers  between  AF  procurement 
field  organizations. 

1008.254  Settlement  of  claims  and  property 
disposal  resulting  from  engineering 
changes. 

Subpart  C — Additional  Principles  Applicable  to 
the  Settlement  of  Terminated  Fixed  Price  Type 
Contracts 

1008.303  Allowance  for  profit. 

1008.305  Deductions. 

1008.306  Completed  end  items. 

1008.307  Settlement  proposals. 

1008.307- 1  Submission  of  settlement  pro¬ 
posals. 

1008.307- 2  Basis  for  settlement  proposals. 

1008.307- 50  Forms  of  settlement  proposals. 

1008.350  Equitable  adjustment  in  unit  price 

under  fixed-price  contracts  in  cases  of 
partial  termination.  * 

Subpart  D — Additional  Principles  Applicable  to 
the  Settlement  of  Terminated  Cost-Reimburse¬ 
ment  Type  Contracts 

1008.404  Procedure  where  contractor  con¬ 
tinues  to  submit  vouchers. 

1008.404- 1  Submission  of  settlement  pro¬ 
posal. 

1008.405  Procedure  where  contractor  dis¬ 
continues  use  of  vouchers. 

1008.405- 4  Notice  to  General  Accounting 
Office  of  audit  status  date. 

1008.405- 5  Exceptions  by  the  General  Ac¬ 
counting  Office. 

1008.405- 50  Procedure  where  there  have 
been  no  reimbursed  costs  made  under 
the  contract. 

1008.406  Partial  termination. 

1008.407  Termination  for  default. 

Subpart  E — Disposition  of  Termination  Inventory 

1008.501  General. 

1008.501- 2  General  restrictions  on  contrac¬ 
tor’s  authority. 

1008.502  Contractor  acquired  property,  pur¬ 
chase  or  retention  at  cost  or  returned 
to  suppliers. 

1008.502- 1  Purchase  of  retention  at  cost. 

1008.503  Inventory  schedules. 

1008.503- 1  Submission  of  inventory  sched¬ 
ules. 

1008.503- 2  Separate  schedules. 
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1008.503- 3  Inventory  descriptions. 

1008.503- 6  Withdrawals  from  inventory 
schedules. 

1008.503- 7  Rejection  and  correction  of  in¬ 
adequate  inventory  schedules. 

1008.503- 50  Allocability  reviews  on  excess 
contractor  inventory. 

1008.504  Scrap  and  salvage. 

1008.504- 1  General. 

1008.504- 2  Scrap  warranty. 

1008.505  Screening  serviceable  and  usable 
property. 

1008.505- 1  Scope  of  screening. 

1008.505- 2  Screening  period. 

1008.505- 3  Acquisition  by  the  Government. 

1008.505- 50  Transfers  to  the  Civil  Air  Patrol. 

1008.507  Sale  or  other  disposition  of  termi¬ 
nation  inventory. 

1008.507- 1  General. 

1008.507- 2  Competitive  sales. 

1008.507- 3  Other  sales. 

1008.507- 4  Proceeds  of  sales. 

1008.507- 5  Applicability  of  anti-trust  laws. 

1008.507- 50  Utilization,  redistribution  and 
disposal  of  contractor  inventory-foreign. 

1008.507- 501  Scope. 

1008.507- 502  Appointment  of  plant  clear¬ 
ance  officers. 

1008.507- 503  Statement  of  allocability. 

1008.507- 504  Screening  process. 

1008.507- 505  Inventory  descriptions. 

1008.507- 506  Inventory  transfer. 

1008.507- 507  Transfer  of  excess  contractor 
inventory  to  agencies  of  the  U.S.  Gov¬ 
ernment. 

1008.507- 508  Sales. 

1008.507- 509  Disposal  of  Air  Force  foreign 
excess  contractor  inventory  by  Army  and 
Navy. 

1008.507- 510  Proceeds  of  sales. 

1008.507- 511  Review  of  property  disposal. 

1008.507- 512  Storage  of  excess  inventory. 

1008.507- 513  Subcontractor  general  policies. 

1008.507- 514  Reports.  - 

1008.508  Donations. 

1008.509  Destruction  or  abandonment. 

1008.510  Special  machinery,  tooling  and 
equipment. 

1008.510- 50  Duties  of  the  local  plant  clear¬ 
ance  officer. 

1008.510- 51  Screening  agencies. 

1008.510- 52  Disposal. 

1008.510- 53  Program  screening. 

1008.510- 54  Screening  of  standard  test 
equipment  items  which  are  components 
of  special  tooling. 

1008.511  Removal  and  storage. 

1008.511- 2  Storage  at  the  expense  and  risk 
of  the  Government. 

1008.511- 50  No  cost  storage  agreements. 

1008.512  Review  of  property  disposal. 

1008.512- 1  Property  disposal  review  boards. 

1008.512- 2  Required  review. 

1008.512- 50  Exceptions  to  required  review. 

1008.513  Subcontractor  inventory. 

1008.513- 1  General  policy. 

1008.513- 2  Inventory  schedules. 

1008.513- 50  Referrals. 

1008.513- 51  Letter  of  referral. 

1008.513- 52  Action  on  referred  cases. 

1008.513- 53.  Supervision  of  referred  cases. 
1008.515  Accounting  for  termination  inven¬ 
tory. 

1 008 .5 1 5-50  Property  administration . 

1008.550  Appointment  of  plant  clearance 
officers. 

Subpart  F — Termination  for  Default 

1008.600  Scope  of  subpart. 

1008.601  General. 

1008.601- 50  Contractor  appeal  rights. 

1008.601- 51  Waiver  or  abandonment  of  de¬ 
livery  schedules. 

1008.601- 52  Failure  to  deliver  caused  by  the 
Government,  actual  or  alleged. 

1008.601- 53  Cost  reimbursement  type  con¬ 
tracts. 

1008.602  Termination  of  fixed-price  supply 
contracts  for  default. 

1008.602- 1  The  Government’s  right  to  ter¬ 
minate  for  default. 
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Sec. 

1008.602- 3  Procedure  for  default. 

1008.602- 4  Procedure  In  lieu  of  termination 
for  default. 

1008.602- 6  Repurchase  against  the  con¬ 
tractor’s-  account. 

1008.603  Termination  of  fixed-price  con¬ 
struction  contracts  for  default. 

1008.603- 1  Termination  of  the  contractor’s 
right  to  proceed. 

1008.603- 3  Procedure  for  default. 

1008.650  Authority  to  terminate  for  default. 

1008.651  Contracts  administered  by  con¬ 
tracting  officers  authorized  to  act  in 
dual  capacity  as  PC  Os  and  ACOs. 

1008.652  Procedure  for  handling  termina¬ 
tion  for  breach  of  contract  with  con¬ 
tracts  not  over  $2,500,  that  do  not  con¬ 
tain  default  clauses. 

1008.653  Estimated  administrative  expense 
of  default  termination. 

1008.654  Default  of  facilities  lease  agree¬ 
ments. 

1008.655  Responsibilities  of  Hq  AMC, 
CMR’s,  and  Hq  ARDC  readjustment  ac¬ 
tivities  incident  to  default. 

Subpart  G— Clauses 

1008.700  Scope  of  subpart. 

1008.750  Termination  clause  for  fixed-price 
contracts  for  personal -services. 

1008.751  Termination  clause  for  technical 
services  contracts. 

1008.752  Termination  clause  for  time-and- 
material  contracts. 

1008.753  Termination  clause  for  facilities 
contracts. 

1008.754  Termination  clause  for  letter  con¬ 
tracts. 

Subpart  H — Forms 

1008.850  Instructions  for  completing  AFPI 
Igprm  49,  “Termination  authority.” 

1008.851  Supplemental  settlement  agree¬ 
ments  for  CPFF  partial  terminations. 

1008.852  Supplemental  settlement  agree¬ 
ment  form  for  settlement  of  two  or  more 
termination  claims. 

1008.853  Supplemental  settlement  agree¬ 
ment  (amendment)  form  for  settlement 
of  partial  termination  of  letter  facilities 
contract. 

1008.854  Form  of  triparty  agreement  for  di¬ 
rect  settlement  of  subcontracts. 

1008.855  Direct  settlement  agreement  by 
Government  with  subcontractors. 

1008.856  Settlement  of  reservations. 

1008.857  Assignment  to  the  Government  of 
prime  contractor’s  rights  under  termi¬ 
nated  subcontracts. 

1008.858  Security  for  partial  payments. 

1008.859  Letter  of  consent  by  prime  con¬ 
tractor  to  negotiation  of  amount  due 
subcontractor. 

1008.860  Form  for  certificate  of  amount  due 
a  subcontractor. 

1008.861  Form  for  notice  to  and  consent 
by  the  subcontractor  to  direct  the  settle¬ 
ment  by  the  Government  of  its  termina¬ 
tion  claims. 

1008.862  Settlement  memorandum  for  fixed- 
price  terminated  contracts. 

1008.863  Settlement  memorandum  for  ter¬ 
minated  cost  and  CPFF  contracts. 

1008.863- 1  Summary  of  CPFF  final  settle¬ 
ment. 

1008.863- 2  Unreimbursed  costs  submitted 
on  DD  Form  547. 

1008.864  Cover  sheets  for  termination  sup¬ 
plemental  agreements. 

1008.864- 1  General. 

1008.864- 2  Explanation  of  items  on  cover 
sheet  for  final  cost  settlement  of  com¬ 
plete  or  partial  termination  of  fixed- 
price  contracts. 

1008.864- 3  Explanation  of  items  on  cover 
sheet  for  final  cost  settlement  of  com¬ 
plete  termination  of  CPFF  contract  or 
partial  termination  settlement  after 
completion  of  contract. 


Sec. 

1008.864- 4  Explanation  of  items  on  cover 
sheet  for  adjusting  estimated  cost  and 
fixed  fee  on  partial  termination  of  a 
CPFF  contract. 

1008.864- 5  Explanation  of  items  on  cover 
sheet  for  no-cost  settlement  of  complete 
or  partial  termination  of  fixed-price  con¬ 
tract  as  set  forth  below. 

1008.864- 6  Explanation  of  items  on  cover 
sheet  for  settling  excluded  portion  of 
previous  settlement. 

1008.864- 7  Explanation  of  items  on  cover 
page  used  for  consolidated  settlement  of 
terminations  of  multiple  contracts. 

1008.864- 8  Explanation  of  items  on  cover 
sheet  for  final  settlement  of  partial  or 
complete  termination  of  letter  contract. 

1008.864- 9  Explanation  of  items  on  cover 
sheet  when  a  contract  is  written  for  di¬ 
rect  settlement  by  the  Government  with 
excluded  subcontractor. 

1008.865  Preparation  of  inventory  schedules. 

1008.865- 1  Separate  schedules. 

1008.865- 2  Inventory  descriptions. 

1008.866  Direct  sales  forms. 

1008.867  Service  education  activities. 

1008.868  Storage  agreement. 

1008.868- 1  No-cost  storage. 

1008.869  Preparation  of  plant  clearance 
memorandum. 

1008.869- 1  General. 

1008.869- 2  Exhibits. 

1008.869- 3  Content. 

1008JB69-4  Destruction  of  classified  inven¬ 
tory. 

1008.871  Delinquency  notices. 

Authority:  §§  1008.000  to  1008.871  Issued 
under  sec.  8012,  70A  Stat.  488;  10  U.S.C.  8012. 
Interpret  or  apply  secs.  2301-2314,  70A  Stat. 
127-133;  10  U.S.C.  2301-2314. 

§  1008.000  Scope  and  applicability  of 
part. 

(a)  This  part  implements  Part  8  of 
this  title.  It  covers  Air  Force  proce¬ 
dures  and  policies  relating  to  (1)  termi¬ 
nation  of  contracts  or  subcontracts  for 

(i)  convenience  of  the  Government  and 

(ii)  default  of  a  contractor,  (2)  settle¬ 
ments  or  other  disposition  of  the  afore¬ 
said  types  of  terminations,  (3)  utili¬ 
zation,  redistribution  and  disposition  of 
property  which  becomes  excess  and/or 
surplus  because  of  contract  terminations, 
changes,  price  redeterminations  and 
completions.  In  addition,  it  sets  forth 
Special  Purpose  Termination  Clauses 
and  various  forms  for  use  in  connection 
with  terminations,  settlement  and 
property. 

(b)  and  (c)  See  §  8.000  (b)  and  (c) 
of  this  title. 

(d)  The  provisions  of  Part  8  of  this 
title  shall  be  utilized  in: 

(1)  The  settlement  of  subcontracts 
terminated  as  a  result  of  contract  modi¬ 
fications  or  engineering  changes. 

(2)  and  (3)  See  1  8.000(d)  (2)  and 

(3)  of  this  title. 

Subpart  A — Definition  of  Terms 

§  1008.101  Definitions. 

See  §  8.101  of  this  title. 

§  1008.101—50  Administrative  contract¬ 
ing  officer. 

The  term  “administrative  contracting 
officer”  means  those  contracting  officers 
authorized  to  administer  the  perform¬ 
ance  of  contracts. 

§  1008. 10 1—51  Engineering  changes. 

The  term  “engineering  changes”  in¬ 
cludes  all  changes  in  the  physical  char¬ 


acteristics  of  an  item  when  reflected  in 
the  design,  plans,  or  specifications  fS 
the  item.  IOr 

§  1008.101-52  Excess  contractor  inven 
tory.  ^ 

“Excess  contractor  inventory”  mean, 
contractor  inventory  when  it  is  no  longer 
required  by  the  contractor  and  such  in- 
ventory  when  it  is  not  required  by  anv 
AF  activity.  ^ 

§  1008.101-53  Government- furnished 

aircraft  equipment  (GFAE). 

“Government-furnished  aircraft 
equipment  (GFAE)  ”  means  that  portion 
of  property  which  under  the  terms  of  an 
AF  contract  is  procured  by  the  Air  Force 
and  furnished  to  the  contractor  for  in¬ 
clusion  or  incorporation  into  an  aircraft 
or  missile. 

§  1008.101—54  Plant  clearance  officer. 

“Plant  clearance  officer”  means  the 
representative  of  the  Government  ap¬ 
pointed  and  designated  to  supervise 
manage,  handle  and  advise  the  Termi¬ 
nation  Contracting  Officer  or  Adminis¬ 
trative  Contracting  Officer  in  connection 
with  the  utilization,  redistribution  and 
disposition  of  Contractor  Inventory  and 
Termination  Inventory.  Authority  to 
make  final  approval  or  disapproval  in 
all  such  matters  may  be  delegated  by 
the  aforementioned  Contracting  Officers 
to  the  Plant  Clearance  Officer.  In  ap¬ 
propriate  instances,  the  Plant  Clearance 
Officer  may  be  appointed  as  a  Contract¬ 
ing  Officer  for  plant  clearance  matters. 

§  1008.101—55  Procuring  contracting  of¬ 
ficer. 

“Procuring  contracting  officer”  means 
those  Contracting  Officers  authorized  to 
execute  contracts  for  the  procurement 
of  supplies  and  services. 

§  1008.101—56  Production  method 

changes. 

“Production  method  changes”  includes 
all  changes  in  the  production  methods 
which  are  made  in  the  interests  of  in¬ 
creased  efficiency  or  for  the  solution  of 
any  production  problem,  provided  they 
do  not  alter  the  physical  characteristics 
of  the  end  product.  Production  method 
changes  do  not  include  engineering 
changes. 

§  1008.101—57  Standby  tooling. 

“Standby  tooling”  means  all  special 
tooling  held  in  storage  in  anticipation  of 
future  use,  including  engineering  and 
production  data  necessary  to  set  up  the 
equipment  for  production  use. 

§  1008.101—58  Subcontractor. 

“Subcontractor”  means  any  holder  of 
one  or  more  subcontracts  (of  any  tier) 
under  any  AF  prime  contract  or  pur¬ 
chase  order  and  includes  vendors,  sup¬ 
pliers,  and  materialmen. 

§  1008.101—59  Surplus  contractor  in¬ 
ventory. 

“Surplus  contractor  inventory”  means 
excess  contractor  inventory  not  required 
by  the  Department  of  Defense  or  other 
Federal  agencies. 
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§  1008.101—60  Termination  authority. 

“Termination  authority”  refers  to  a 
mitten  authorization,  prepared  on  AFPI 
Form  49  (as  revised  September  1958), 
to  proceed  with  termination.  Part  I, 
-Termination  Request,”  is  prepared  by 
the  Activity  originating  the  request  or 
subsequently  assuming  responsibility  for 
the  procurement.  Part  II,  “Termina¬ 
tion  Authorization,”  is  prepared  by  the 
procuring  Contracting  Office.  Part  III, 
“Remarks,”  is  for  the  general  use  of  all 
cognizant  activities.  Part  IV,  “Termi¬ 
nation  Assignment,”  is  for  use  by  the 
Readjustment  organization  of  the  Activ¬ 
ity  for  assigning  the  termination  to  an 
appropriate  office  for  settlement. 

8  1008.101—61  Termination  contracting 
officer. 

“Termination  Contracting  Officer” 
means  any  Contracting  Officer  author¬ 
ized  to  terminate  contracts  and/or  settle 
terminated  contracts. 

6 1008.101—62  Unadjusted  contractual 
8  changes  (UCC’s). 

“Unadjusted  Contractual  Changes 
(UCC’s)  ”  means  any  contractual  changes 
which  have  not  been  incorporated  in 
the  contract  by  change  order,  supple¬ 
mental  agreement,  or  otherwise.  The 
term  includes,  without  limitation,  all 
changes  evidenced  by  a  contract  change 
notification,  by  delivery  schedule  change, 
contract  provisions  for  price  redeter¬ 
mination,  and  other  written  types  of 
authorizations  issued  to  a  contractor  by 
a  Contracting  Officer  authorized  to  bind 
the  Government  within  the  scope  and 
limits  of  such  Contracting  Officer’s 
authority. 

Subpart  B — General  Principles  Appli¬ 
cable  to  the  Settlement  of  Fixed- 
Price  Type  Contracts  Terminated 
for  Convenience  and  to  the  Settle¬ 
ment  of  All  Terminated  Cost-Reim¬ 
bursement  Type  Contracts 
§  1008.200  Scope  of  subpart. 

This  subpart  sets  forth: 

(a)  Delegations  of  Authority  and  ex¬ 
tent  thereof  within  the  Department  of 
The  Air  Force  to  terminate  contracts  for 
the  convenience  of  the  Government  and 
effect  settlements  thereof. 

(b)  Procedures  and  responsibilities  for 
initiating  and  issuing  Notices  of  Termi¬ 
nation  (for  Convenience)  and  assign¬ 
ment  of  such  types  of  terminations  for 
settlement. 

(c)  Implementing  procedures  (under 
Subchapter  A,  Chapter  1  of  this  title) 
for  processing  and  handling  convenience 
type  terminations  for  settlement. 

(d)  Appointment  and  reviews  by  Set¬ 
tlement  Review  Boards.' 

(e)  Payments. 

(f)  The  handling  in  termination  set¬ 
tlements  of  Unadjusted  Contractual 
Changes  (UCC’s). 

(g)  The  application  of  termination 
settlement  procedures  to  terminated  sub¬ 
contracts  resulting  from  Engineering 
Changes  issued  under  Prime  Contracts. 

§  1008.200—50  Delegation  of  authority 
to  Commander,  AMC. 

The  following  duties  and  authorities 
are  hereby  delegated  to  the  Commander, 


AMC,  with  power  of  redelegation,  to  be 
exercised  subject  to  the  provisions  of 
Subchapter  A,  Chapter  1  of  this  title, 
this  Subchapter,  and  other  pertinent 
publications  and  directives  as  now  or 
hereafter  published. 

(a)  The  authority  to  terminate  for  the 
convenience  of  the  Government  con¬ 
tracts  entered  into  under  the  Armed 
Services  Procurement  Act  of  1947,  41 
U.S.C.  151-161,  re-enacted  and  codified 
as  10  U.S.C.  137,  to  settle  such  termina¬ 
tions,  to  dispose  of  contractor  inventory, 
appoint  Settlement  Review  Boards  and 
Property  Disposal  Review  Boards,  and 
perform  other  related  matters  pursuant 
to  Part  8  of  this  title.  (Note:  Delegation 
of  authority  also  extends  to  contracts 
and/or  claims  pursuant  to  First  War 
Powers  Act  of  1941,  Contract  Settlement 
Act  of  1944  and  the  Joint  Termination 
Regulation,  however  questions  in  connec¬ 
tion  therewith  should  be  referred  to 
AMC  (MCPK) .) 

(b)  The  authority  for  the  preparation 
of  operating  instructions  on  any  phase 
of:  (1)  Contract  termination  and  settle¬ 
ment,  (2)  redistribution  within  the  De¬ 
partment  of  the  Air  Force  or  among  its 
contractors  of  industrial  property,  (3) 
reclamation,  utilization  and  disposition 
of  excess  personal  property,  industrial 
real  estate,  scrap,  salvage,  and  (4)  re¬ 
distribution,  reclamation,  utilization  and 
disposition  of  contractor  inventory.  This 
authority  includes  the  development  of 
contract  termination  and  settlement  op¬ 
erations  and  the  supervision  of  training 
personnel  in  contract  termination  and 
settlement  matters. 

§  1008.200—51  Delegation  of  authority 
to  Director  of  Procurement  and  Pro¬ 
duction,  Hq  AMC. 

The  authorities  vested  in  the  Com¬ 
mander,  AMC,  as  set  forth  in  §  1008.200- 
50,  are  hereby  delegated  with  power  of 
redelegation  to  the  Director  of  Procure¬ 
ment  and  Production,  Hq  AMC,  and  in 
his  absence,  the  Acting  Director  of  Pro¬ 
curement  and  Production,  Hq  AMC. 

§  1008.200—52  Delegation  of  authority 
to  the  Chief,  Contract  Management 
Division,  Hq  AMC. 

The  authorities  vested  in  the  Director 
of  Procurement  and  Production,  Hq 
AMC,  pursuant  to  §  1008.200-51  are  here¬ 
by  redelegated,  with  power  of  further 
redelegation,  to  the  Chief,  Contract 
Management  Division,  Hq  AMC,  for  the 
purpose  of  performing  all  of  the  staff 
and  operational  functions  for  and  in  be¬ 
half  of  the  Director  of  Procurement  and 
Production,  Hq  AMC. 

§  1008.200—53  Delegation  of  authority 
to  terminate  and  to  settle  terminated 
contracts. 

(a)  Authority  to  terminate  contracts 
for  the  convenience  of  the  Government 
and  to  settle  such  terminations,  accord¬ 
ing  to  the  provisions  of  this  Part,  and 
to  enter  into  settlement  agreements,  is 
delegated  as  hereafter  described  to  the 
following: 

(1)  Commanders  of  major  commands 
(other  than  AMC  and  ARDC)  within  the 
Continental  United  States. 

(i)  Authority  to  terminate  for  con¬ 
venience.  No  limitation. 


(ii)  Authority  to  settle  termination 
claims  and  to  enter  into  settlement 
agreements  is  limited  to  termination 
claims  involving  $2,500  or  less. 

The  foregoing  authorities  may  be  redele¬ 
gated  to  and  exercised  by  duly  appointed 
contracting  officers  in  base  or  central 
procurement  activities. 

(2)  Commanders  AMC  centers. 

(i)  Authority  to  terminate  for  con¬ 
venience.  No  limitation. 

(ii)  Authority  to  ^Settle  termination 
claims  and  to  enter  into  settlement 
agreements  without  limitation  as  to  the 
amount  of  settlement  costs. 

The  foregoing  authorities  may  be  redele¬ 
gated  to  and  exercised  by  duly  appointed 
contracting  officers  assigned  to  a  single 
procurement  office  within  the  respective 
AMC  centers. 

(3)  Commanders  AMC  contract  man¬ 
agement  regions. 

(i)  Authority  to  terminate  for  con¬ 
venience.  No  limitation. 

(ii)  Authority  to  settle  termination 
claims  and  to  enter  into  settlement 
agreements  without  limitation  as  to 
amount  of  settlement  costs. 

The  foregoing  authorities  may  be  redele¬ 
gated  to  duly  appointed  contracting 
officers  assigned  to  the  readjustment  ac¬ 
tivity  of  the  respective  AMC  contract 
management  regions  and  settlement  au¬ 
thority  may  be  redelegated  to  the  chiefs 
of  their  respective  air  procurement  dis¬ 
tricts,  Air  Force  Plant  Representatives 
or  equivalent  activities,  who  may,  in 
turn,  redelegate  such  authorities  to  duly 
appointed  contracting  officers  within 
their  respective  organizations. 

(4)  Commanders  air  materiel  areas, 
AF  depots,  2709th  AF  Vehicle  Control 
Group,  and  Wright-Patterson  AFB, 
Ohio. 

(i)  Authority  to  terminate  for  con¬ 
venience.  No  limitation. 

(ii)  Authority  to  settle  termination 
claims  and  to  enter  into  settlement 
agreements  is  limited  to  termination 
claims  involving  $2,500  or  less. 

The  foregoing  authorities  may  be  redele¬ 
gated  to  and  exercised  by  duly  appointed 
contracting  officers  assigned  to  a  single 
procurement  office  within  the  above 
activities. 

(b)  The  Commander,  ARDC,  is  hereby 
delegated  authority: 

(1)  To  terminate  for  the  convenience 
of  the  Government  contracts  issued  un¬ 
der  his  jurisdiction.  This  authority  may 
be  delegated  to  the  Director  of  Procure¬ 
ment,  Hq  ARDC,  with  power  of  redele - 
Ration  to  contracting  officers  in  equiva¬ 
lent  staff  offices  at  subordinate  ARDC 
activities. 

(2)  To  settle,  according  to  the  provi¬ 
sions  of  Part  8  of  this  title  and  this  Part, 
at  ARDC  activities  other  than  Hq  ARDC, 
RADC,  AFCCDD,  WADD,  and  the  Euro¬ 
pean  Office  of  ARDC,  such  convenience 
terminations  and  enter  into  settlement 
agreements,  where  the  settlement 
amount  does  not  exceed  $2,500.  This 
authority  is  subject  to  the  provisions  of 
§§  1008.201  and  1008.202-50 (d)  (5)  (iv) 
and  may  also  be  redelegated  to  the  Di¬ 
rector  of  Procurement,  Hq  ARDC,  with 
power  of  redelegation  to  contracting 


4642 


RULES  AND  REGULATIONS 


officers  in  equivalent  staff  offices  at  sub¬ 
ordinate  ARDC  activities. 

(3)  To  settle  and  enter  into  settle¬ 
ment  agreements,  without  regard  to 
amount  of  settlement  costs,  according 
to  the  provisions  of  Part  8  of  this  title 
and  this  Part,  those  contracts  issued  (or 
subsequently  assuming  responsibility 
therefor)  by  the  following  ARDC  ac¬ 
tivities: 

(i)  Hq  ARDC. 

(ii)  Rome  Air  Development  Center. 

(iii)  AP  Command  and  Control  De¬ 
velopment  Division. 

(iv)  Wright  Air  Development  Division. 

(v)  European  Office,  ARDC. 

The  authority  contained  in  this  sub- 
paragraph  (3)  may  be  redelegated  to 
the  Director  of  Procurement,  Hq  ARDC, 
with  power  of  redelegation  to  contracting 
officers  in  activities  listed  in  subdivisions 

(i)  through  (v)  of  this  subparagraph. 

(4)  The  ARDC  activities  referred  to  in 
§  1008.200-53  (b)  (3),  may  assign  their 
respective  terminations  directly  to  an 
AMC  air  procurement  district  or  AFPR 
for  settlement,  complying  with  the  pro¬ 
visions  of  §§  1008.202-50 (d)  (4) ,  1008.202- 
50(dT(5)  (iv),  1008.202-50(0,  1008.202- 
50(f),  and  1008.202-52  (b)  as  applicable. 

§  1008.200—54  Authority  of  oversea 
commands  (also,  respective  oversea 
Commanders  MATS,  ADC,  and  SAC 
activities,  in  areas  not  within  the 
jurisdiction  of  any  other  major  com¬ 
mander)  ,  air  attaches  and  AF  foreign 
missions. 

(а)  Authority  to  terminate  contracts 
for  convenience  of  the  Government  and 
to  settle  such  terminations  is  hereby  del¬ 
egated  to  the  following  persons,  with 
power  of  redelegation  to  duly  warranted 
contracting  officers : 

(1)  Commanders  of  major  oversea 
commands. 

(2)  Commander,  Air  Materiel  Force, 
Pacific  Area  (AMFPA) . 

(3)  Commander,  Air  Materiel  Force, 
European  Area  (AMFEA) . 

(4)  Commanders  of  Military  Air 
Transport  Service,  Air  Defense  Com¬ 
mand,  and  Strategic  Air  Command  in¬ 
stallations  outside  the  continental  United 
States,  and  not  within  the  jurisdiction 
of  any  other  major  commander. 

(5)  Air  Attaches. 

(б)  Chiefs  of  USAF  Foreign  Missions 
or  Chiefs  of  USAF  Sections  of  Joint  Mili¬ 
tary  Missions  not  operating  under  the 
jurisdiction  of  a  major  oversea  com¬ 
mander. 

'(b)  The  foregoing  delegation  of  au¬ 
thority  is  subject  to  compliance  with  all 
applicable  provisions  of  Subchapter  A, 
Chapter  1  of  this  title  concerning  the 
termination  of  contracts  and  the  settle¬ 
ment  of  such  terminations. 

§  1008.200—55  AF  contracts  executed 
without  termination  clauses. 

(a)  Standard  and  special  Termination 
clauses  for  use  in  various  types  of  con¬ 
tracts  are  set  forth  in  Part  8  of  this  title, 
this  Part,  and  in  Part  1007  of  this 
chapter. 

(b)  Where  a  contract  does  not  con¬ 
tain  a  Termination  for  the  Convenience 
of  the  Government  clause,  the  following 
procedures  will  apply: 


(1)  If  it  is  determined  to  be  in  the 
best  interest  of  the  Government  to  ter¬ 
minate  a  contract  for  the  convenience 
of  the  Government  and  the  contract  does 
not  contain  a  clause  expressly  reserving 
the  right  of  the  Government  to  termi¬ 
nate,  the  contracting  officer  will  forward 
to  the  contractor  a  copy  of  an  appro¬ 
priate  Termination  clause  (see  Part  8 
of  this  title,  Part  1007  of. this  chapter, 
and  Subpart  G  of  this  part),  together 
with  a  request  that  the  contractor  agree 
to  a  termination  of  the  contract  accord¬ 
ing  to  the  provisions  of  the  clause.  At¬ 
tention  is  invited  particularly  to  the 
short  form  Termination  clauses  in 
§  8.705  of  this  title  which  may  be  appro¬ 
priate  in  certain  cases. 

(2)  If  the  contractor  agrees  in  writing 
to  a  termination  pursuant  to  such  clause, 
the  contracting  officer  will  issue  a  Notice 
of  Termination  and  the  case  will  then 
be  processed  according  to  this  Part. 
However,  in  the  event  the  contractor  is 
agreeable  to  a  termination  at  “no-cost” 
to  the  Government,  the  contracting  offi¬ 
cer  may  enter  into  a  “no-cost”  termina¬ 
tion  supplemental  agreement  as  set  forth 
in  §§  8.806-6  and  8.806-7  of  this  title 
without  the  issuance  of  a  termination 
notice  or  the  incorporation  of  a  Termi¬ 
nation  clause  in  the  contract.  The  “Re¬ 
citals,”  i.e.  (Whereas  clause),  in  the 
Settlement  Agreement  Forms  stating 
that  the  Government  may  terminate 
whenever  a  termination  is  deemed  to  be 
in  the  best  interest  of  the  Government 
and  that  the  Government  advised  the 
contractor  of  the  termination  on  a  cer¬ 
tain  date  should  be  deleted  and  a  “Re¬ 
cital”  stating  that  the  Government  and 
the  contractor  have  mutually  agreed  to 
the  termination  of  the  contract  effective 
on  a  specified  date  should  be  incorpo¬ 
rated  in  lieu  thereof.  In  addition,  a  new 
article  or  clause  will  be  added  immedi¬ 
ately  after  the  “Now,  Therefore  *  *  *” 
provision  of  the  agreement  stating  that 
the  Government  and  the  contractor  mu¬ 
tually  agree  to  the  termination  of  the 
contract  for  their  convenience  effective 
on  a  specific  date. 

(3)  If  the  contractor  declines  to  agree 
upon  a  termination  of  the  contract  in 
the  manner  set  forth  above,  the  con¬ 
tracting  officer  will  submit  the  matter 
promptly  for  advice  and  instructions  to 
the  Terminations  Branch  (MCPKT) ,  Hq 
AMC.  Where  time  is  of  the  essence,  sub¬ 
mission  of  the  matter  by  telephone  or 
telegram  is  authorized.  MCPKT  will 
advise  the  requesting  office  whether  the 
contract  will  be  terminated.  If  termi¬ 
nation  is  desired,  MCPKT  will  furnish 
the  requesting  office  with  the  type  of 
termination  notice  to  be  sent  to  the  con¬ 
tractor.  In  reviewing  such  matters,  re¬ 
viewing  authorities  should  consider  all 
factors,  particularly:  (i)  Whether  the 
termination,  if  effected,  will  constitute  a 
breach  of  contract  by  the  Government, 
(ii)  what  the  dollar  amount  of  a  poten¬ 
tial  liability  may  amount  to,  and  (iii) 
whether,  when  taken  in  perspective,  the 
action  will  be  economically  beneficial  to 
the  Government. 

(4)  Where  a  contractor  declines  to 
agree  upon  a  termination  of  the  contract 
in  the  manner  set  forth  herein  in  the 
case  of  contracts  that  come  under  the 


cognizance  of  major  oversea  commands 
air  attaches,  AF  foreign  missions’ 
AMFEA,  and  AMFPA,  the  matter  will  be 
submitted  to  the  commanders,  air  at- 
taches,  or  chiefs  of  foreign  missions,  or 
their  designated  representatives. 

§  1008.200—56  Approval  of  significant 
terminations  by  Hq  USAF. 

(a)  Because  of  existing  Department  of 
Defense  directives  and  keen  Congres¬ 
sional  and  community  interest  in  con¬ 
tract  terminations,  the  prior  approval  by 
Hq  USAF  is  required  of  all  significant 
proposed  contract  terminations  as  well 
as  the  release  of  information  concerning 
such  actions.  Proposed  terminations  of 
the  following  types  of  contracts  are  to 
be  included:  Contracts  for  the  procure¬ 
ment  of  weapon  systems,  support  sys¬ 
tems,  ground  support  equipment,  en¬ 
gines,  major  subsystems,  major  items  of 
equipment,  large  contracts  for  modifica¬ 
tion,  IRAN,  and  overhaul,  as  well  as 
other  contracts  which  by  their  nature 
or  impact  on  an  industrial  facility  or  a 
community  would  be  of  interest  to  mem¬ 
bers  of  Congress. 

(b)  The  following  information  is  to  be 
submitted  to  Hq  *  USAF  (AFMPp) 
through  AMC  (MCPKT),  Wright-Pat- 
terson  AFB,  Ohio,  in  requesting  prior  ap¬ 
proval  for  such  terminations: 

(1)  The  nature  of  the  contract. 

(2)  The  reason  for  the  termination. 

(3)  The  companies  involved. 

(4)  The  total  dollar  amount  involved. 

(5)  The  anticipated  recoupments. 

(6)  The  anticipated  use  of  the  recoup¬ 
ments. 

(7)  The  total  number  of  employees 
involved. 

(8)  Anticipated  impact  on  the  com¬ 
pany  and  the  community. 

(9)  Efforts  by  the  Air  Force  to  allevi¬ 
ate  such  impact. 

(10)  Total  subcontracts  and  subcon¬ 
tractors  involved  as  well  as  the  impact 
in  this  area,  if  known. 

(11)  Total  corollary  contracts  (for  ex¬ 
ample,  contracts  for  engines  or  equip¬ 
ment)  and  impact  in  this  area. 

(12)  Total  dollar  amount  expended  to 
date  on  each  contract. 

(13)  Draft  of  suggested  public  release 
of  information  which  would  be  in  the 
best  interest  of  the  Air  Force.  This  draft 
should  be  unclassified. 

(c)  It  is  essential  that  this  approval 
be  requested  as  far  in  advance  as  pos¬ 
sible  in  order  to  expedite  coordination 
and  to  prevent  delays  in  termination  ac¬ 
tions.  Information  is  to  be  released  only 
on  a  need  to  know  basis  until  the  proper 
clearance  has  been  received  from  Hq 
USAF. 

§  1008.201  Authority  of  contracting  of¬ 
ficers. 

Duly  appointed  contracting  officers 
(see  §  1001.454  of  this  chapter)  may  be 
designated  pursqant  to  the  authorities 
set  forth  in  §§  1008.200-50  through  1008.- 
200-54,  as  applicable,  to  terminate  con¬ 
tracts  for  the  convenience  of  the  Gov¬ 
ernment  and  to  enter  into  settlement 
agreements  within  the  scope  of  the  au¬ 
thority  delegated.  Any  contracting 
officer  exercising  any  portion  of  the  con¬ 
venience  termination  of  settlement  func¬ 
tion  will  be  furnished: 
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(a)  AFPI  Form  77,  “Certificate  of  Air 

TTorce  Contracting  Officer”  (see  §  1001.- 
4^,2 (e)  of  this  chapter)  which,  in  addi¬ 
tion  to  any  other  requirements,  will 
snecify  whether  such  authority  pertains 
Syw  settling  terminations,  or  in¬ 
cludes  both  functions,  or,  in  the  alterna¬ 
tive"  * 

(b)  in  addition  to  AFPI  Form  77  (with¬ 
out  aforementioned  specification)  a  Let¬ 
ter  of  Authority  that  will  specify  whether 
such  authority  pertains  solely  to  termi¬ 
nating  contracts  for  convenience  of  the 
Government,  solely  to  settling  termina¬ 
tions,  or  includes  both  functions. 

§  1008.202  Notice  of  termination. 

§  1008.202—50  Termination  of  AF  con¬ 
tracts. 

This  section  sets  forth  procedures  and 
responsibilities  for  initiating  and  proc¬ 
essing  the  termination  of  AF  contracts 
for  the  convenience  of  the  Government, 
except  facility  contracts  and  leases 
vrtiich  are  covered  in  §  1008.202-51. 

(a)  General.  (1)  When  any  part  of 
'  the  supplies  or  services  called  for  under 
a  contract' are  to  be  terminated  and  the 
contractor  is  obligated  to  continue  fur¬ 
ther  work  under  the  contract,  the  dele¬ 
tion  will  be  processed  as  a  partial  ter¬ 
mination  as  hereinafter  set  forth. 

(2)  When  the  supplies  or  services 
called  for  under  the  contract  are  to  be 
terminated  in  their  entirety  or  if  the 
termination  of  a  part  of  the  supplies  or 
services  would  result  in  the  contractor 
not  being  required  to  perform  any  fur¬ 
ther  work,  the  deletion  will  be  processed 
as  a  complete  termination. 

(3)  Changes  in  the  scope  of  supplies 
or  services  called  for  under  the  contract 
which  result  from  engineering  changes 
or  contract  modifications  will  be  han¬ 
dled  according  to  other  provisions  of  this 
Subchapter.  See  §  1008.254. 

(4)  On  centrally  procured  items,  ter¬ 
mination  should  normally  be  taken  only 
when  the  estimated  cost  of  supplies  or 
services  to  be  terminated  exceeds  $1,000; 
on  locally  procured  items,  $300.  How¬ 
ever,  if  the  termination  action  can  be 
effected  at  “no-cost”  to  the  Government, 
then  the  termination  may  be  accom¬ 
plished  where  the  cost  of  supplies  and 
services  involved  would  be  less  than 
$1,000  or  $300  respectively.  These  cri¬ 
teria  apply  to  all  activities  including 
those  overseas. 

(5)  While  no  hard-and-fast  rules  can 
be  formulated  on  an  overall  basis  as  to 
when  supplies  or  services  should  be  ter¬ 
minated,  the  following  criteria  are  rele¬ 
vant  to  the  decision  and  should  be  con¬ 
sidered  in  arriving  at  a  decision  to 
terminate: 

(i)  Items  which  are  on  order,  unde¬ 
livered,  but  for  which,  as  far  as  can  be 
foreseen,  the  Air  Force  will  have  no  use, 
should  normally  be  terminated. 

(ii)  If  the  undelivered  portion  a 
contract  comprises  small  quantity  and 
dollar  value,  the  policies  set  forth  in 
subparagraph  (4)  of  this  paragraph, 
should  normally  be  followed  and  the 
small  quantity  should  be  accepted;  this 
is  particularly  so  if  the  costs  of  the 
termination  would  be  disproportionate  to 
the  contract  price  of  the  items  concerned. 
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(iii)  The  probable  amount  of  the  net 
settlement  (as  distinguished  from  the 
gross  settlement)  and  the  consequent 
net  reduction  in  total  contract  price ;  the 
type  and  nature  of  the  termination  in¬ 
ventory  which  will  be  involved;  and  the- 
possible  utilization,  diversions,  and  re¬ 
coveries  from  gales  and  other  disposi¬ 
tions  should  also  be  considered. 

(iv)  Whether  adequate  stocks  of  sup¬ 
plies  of  the  items  being  considered  for 
termination  exists. 

(v)  Possible  obsolescence  (present  or 
future)  of  the  items,  plus  costs  and 
operational  burdens  of  receiving  and 
storage  in  lieu  of  termination. 

(vi)  Probable  additional  costs  and 
operational  burdens  to  the  Air  Force  in 
connection  with  any  termination  inven¬ 
tories  which  might  require  storage. 

(b)  Initiation  of  termination  author¬ 
ity,  AFPI  Form  49.  (1)  Part  I,  AFPI 

Form  49,  “Termination  Request”,  will  be 
issued  by  the  activity  (except  Hq  USAF 
and  MIPR  actions)  which  initiated  or 
subsequently  assumes  responsibility  for 
the  original  request  for  procurement  (in¬ 
cludes  “call”  and  “open”  type  contracts) . 

(2)  Instructions  for  completing  Part 
I,  AFPI  Form  49  are  contained  in 
§  1008.850(a)  (1). 

(3)  Preparation,  to  the  maximum  ex¬ 
tent  possible,  and  dispatch  of  Part  I, 
AFPI  Form  49,  will  be  handled  on  a  most 
expedited  basis.  No  hard  and  fast  rules 
are  hereby  formulated  due  to  varying 
conditions.  Major  command  imple¬ 
mentation  of  this  provision  will  apply. 
However,  it  is  expected  that  AFPI  Form 
49  will  be  handcarried  to  the  procuring 
contracting  officer  wherever  possible. 
When  the  initiator  of  the  procurement 
is  located  some  distance  from  the  pro¬ 
curing  contracting  officer  air  mail  will 
be  utilized;  under  conditions  involving 
substantial  production  costs  for  each  day 
the  items  to  be  terminated  remain  on 
contract,  the  use  of  long  distance  tele¬ 
phone  (confirming  AFPI  Form  49  re¬ 
quired)  or  teletype  containing  all  infor¬ 
mation  required  by  Part  I,  AFPI  Form  49 
(confirming  AFPI  Form  49  not  required) 
are  authorized.  Each  copy  of  the  AFPI 
Form  49  will  have  a  time  and  date  stamp 
affixed  to  denote  its  time  of  dispatch  to 
the  procuring  contracting  office. 

(4)  An  original  and  five  copies  of 
AFPI  Form  49  will  be  prepared.  The 
original  and  four  copies  will  be  for¬ 
warded,  as  set  forth  in  subparagraph  (3) 
of  this  paragraph,  with  the  activity 
originating  the  request  retaining  one 
copy  for  file  purposes. 

(5)  -Termination  requests  may  also  be 
issued  by  a  MIPR  action  or  Hq  USAF 
directive  in  a  format  not  identical  to 
Part  I,  AFPI  Form  49  (see  paragraph  (c) 

(2)  of  this  section). 

(6)  Special  procedures  for  handling 

deletions  or  reductions  of  spare  parts 
from  AF  contracts  containing  provi¬ 
sioning  documents  are  set  forth  in 
§  1008.202-52.  If  cost  deletions  are  in¬ 
volved,  the  administrative  contracting 
officer  will  accomplish  Items  3  through  6, 
10,  13,  14,  and  16  through  27  of  AFPI 
Form  49.  1 

(c)  Responsibilities  of  the  procuring 
contracting  office  regarding  termination. 
(1)  Receive  and  Immediately  date  stamp 


(hour  and  date)  all  copies  of  the  AFPI 
Form  49  (Part  I  completed  by  the  ac¬ 
tivity  initiating  the  original  request  for 
procurement)  or  teletype  in  lieu  of  Part 
I,  AFPI  Form  49  and  conduct  an  ade¬ 
quate  review  to  assure  that  the  termina¬ 
tion  is  in  the  best  interests  of  the  Gov¬ 
ernment — taking  into  consideration  re¬ 
quirements,  state  of  production,  costs, 
and  similar  factors.  The  procuring  con¬ 
tracting  officer  will  also  review  the  AFPI 
Form  49  to  ascertain  its  completeness 
and  accuracy. 

Note:  Insofar  a9  possible  resolve  any 
minor  problems  on  Part  I,  AFPI  Form  49, 
without  returning  to  originator). 

(2)  Process  instructions  to  terminate 
under  a  MIPR,  AMC-MCP  Form  190,  or 
(in  the  case  of  aircraft  termination)  Hq 
USAF  directive  (see  paragraph  (b)  (1)  of 
this  section) .  In  any  of  the  aforemen¬ 
tioned  events,  if  termination  is  war¬ 
ranted,  the  procuring  contracting  officer 
(or  buyer)  will  also  prepare  Part  I,  AFPI 
Form  49,  as  applicable,  and  will  attach 
one  copy  of  the  aforementioned  instruc¬ 
tions  (date  and  hour  of  receipt  indicated 
on  all  copies)  to  each  copy  of  the  AFPI 
Form  49. 

(3)  Select  the  source  or  sources  to  be 
terminated  when  the  Termination  Re¬ 
quest  does  not  specify  the  source  and 
more  than  one  source  is  producing  or  de¬ 
veloping  the  end  items. 

(4)  Request  the  appropriate  supply 
activity  to  furnish  instructions  relating 
to  termination  of  spares,  spare  parts, 
tools,  and  ground  handling  equipment 
pertaining  to  the  particular  end  item 
terminated,  when  spares,  etc.,  are  called 
for  under  the  contract.  However,  prep¬ 
aration  and  processing  of  an  AFPI  Form 
49  will  not  be  withheld  pending  receipt 
of  instructions  pertaining  to  spare  parts. 
The  AFPI  Form  49  may  later  be  amended 
to  provide  instructions  regarding  spare 
parts  by  use  of  teletype  or  letter. 

(5)  At  Hq  AMC,  AMC  Aeronautical 
Systems  Center,  Hq  WADD  and  Wright- 
Patterson  AFB,  notify  the  appropriate 
laboratory  of  WADD  of  all  terminations 
which  may  directly  or  indirectly  affect 
engineering  projects  or  contracts  either 
contemplated  or  in  progress.  Hq  WADD 
will,  upon  receipt  of  such  notice,  ex¬ 
amine  applicable  contracts  or  projects 
and  initiate  action  to  effect  termination 
or  curtailment  when  considered  neces¬ 
sary  or  desirable. 

(6)  Part  II,  AFPI  Form  49  will  be 
prepared  according  to  instructions  con¬ 
tained  in  §  1008.850(a)(2). 

(7)  Complete  Parts  I,  H,  and  IH, 
AFPI  Form  49,  as  applicable,  and  hand 
carry,  if  possible,  an  original  and  three 
copies  (time  and  date  stamp  all  copies 
to  denote  time  of  dispatch)  to  the  local 
readjustment  activity.  Retain  one  copy 
of  AFPI  Form  49  for  procuring  con¬ 
tracting  office  files.  If  AFPI  Form  49 
cannot  be  hand  carried  to  the  read¬ 
justment  activity  for  valid  reasons,  such 
as  excessive  distances,  the  next  most  ex¬ 
peditious  means  of  dispatch  of  the  form 
will  be  utilized. 

(8)  Procuring  contracting  offices, 
within  AMC,  will  complete  all  termina¬ 
tion  action  within  eight  working  hours. 
Any  delay  in  excess  of  eight  working 
hours  will  be  explained  under  Part  HI, 
AFPI  Form  49. 
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(9)  At  AMCASC  only,  send  a  copy  of 
the  APPI  Form  49  to  GPAE,  Control  Di¬ 
vision  (LMES)  when  the  contract  in¬ 
volves  GPAE. 

(d)  Responsibilities  of  readjustment 
activities  or  individuals  assigned  the 
termination  function.  (1)  Receive  and 
immediately  date  stamp  (hour  and  date) 
all  copies  of  the  APPI  Form  49.  Assign 
Termination  Authority  Docket  Number 
pursuant  to  paragraph  (f )  of  this  section. 

(2)  Review  and  analyze  the  AFPI 
Form  49,  the  contract  (including  “call” 
or  “open”  type  contracts)  and  related 
documents  to  ascertain  whether  the  ter¬ 
mination  should  be  for  (i)  The  conven¬ 
ience  of  the  Government  or  (ii)  for  the 
default  of  the  contractor.  In  all  termi¬ 
nation  matters  the  Government’s  inter¬ 
est  must  be  fully  protected,  and  the 
responsibility  rests  with  the  termination 
contracting  officer  to  insure,  through  his 
own  personal  and  diligent  efforts,  and 
through  his  independent  judgment,  that 
termination  actually  results  in  a  con¬ 
venience  to  the  Government.  If  it  is 
determined  that  any  actionable  basis 
for  default  exists,  including  contractor 
delinquencies  under  the  delivery  sched¬ 
ule,  the  termination  contracting  officer 
will,  regardless  of  the  recommendations 
under  Items  8  and  16  of  AFPI  Form  49, 
follow  the  procedures  for  default  in¬ 
vestigation  as  set  forth  in  Subpart  F  of 
this  part. 

(3)  Issue  a  Notice  of  Termination  for 
Convenience  of  the  Government  to  the 
contractor  (including  “calls”  and  “open” 
type  contracts)  as  soon  as  the  termina¬ 
tion  contracting  officer  personally  as¬ 
certains  such  action  is  justified.  The 
Termination  Notice  will  normally  be  is¬ 
sued  to  the  contractor  within  eight 
working  hours  after  receipt  of  the  AFPI 
Form  49,  however,  the  quality  of  the 
review  and  analysis  of  the  termination 
will  be  the  paramount  consideration. 
Any  delay  in  excess  of  eight  hours  will 
be  explained  and  justified  under  Part 
III,  APPI  Form  49. 

Note:  Termination  of  a  basic  contract 
under  which  “calls”  are  issued  will  have  the 
effect  of  terminating  any  existing  “calls” 
thereunder  and  precluding  the  further  issu¬ 
ance  of  any  “calls”  under  that  basic  contract, 
although  the  termination  notice  should 
state  that  existing  “calls”  are  also  termi¬ 
nated.  As  to  the  termination  of  individual 
“calls”  only,  the  terminated  contractor  will 
normally  be  invited  to  submit  a  Settlement 
Proposal  pursuant  to  §  8.801-2  of  this  title 
for  termination  costs;  however,  if  the  ter¬ 
mination  involves  only  the  basic  contract, 
and  no  calls  are  in  existence  thereunder, 
the  terminated  contractor  will  not  be  invited 
to  submit  the  Settlement  Proposal,  or  other¬ 
wise  made  to  believe  that  the  Government 
will  entertain  settlement  costs,  since  settle¬ 
ment  costs  attach  only  to  the  respective 
“calls”  and  not  to  the  basic  contract.  In 
most  cases  where  the  Government  has  not 
issued  any  calls  under  a  call  contract,  it  is 
not  necessary  to  terminate  the  basic  con¬ 
tract,  but  merely  to  refrain  from  the  issu¬ 
ance  of  any  calls  if  no  contract  articles  are 
desired.  In  the  event  the  contract  guar¬ 
antees  a  number  of  calls,  the  basic  contract 
should  be  terminated. 

(4)  Maintain  a  permanent  type  docket 
ledger,  utilizing  AFPI  Form  49A,  “Ter¬ 
mination  Authority  Register,”  to  include 
the  following; 


(i)  Termination  Authority  Docket 
Number  (see  paragraph  (f)  of  this  sec¬ 
tion)  . 

(ii) -  Contract  or  Purchase  Order  Num¬ 
ber. 

(iii)  Name  of  Contractor. 

(iv)  Termination  Authority. 

(a)  Part  I  dated _ 

<b)  Part  II  dated _ 

(c)  Date  and  hour  received  by  termi¬ 
nation  activity. 

(v)  Symbol  or  identification  of  pro¬ 
curing  contracting  office  submitting 
AFPI  Form  49. 

(vi)  Contract  Price  Items  Terminated. 

(vii)  Date  Termination  Notice  Is¬ 
sued. 

(viii)  Date  Termination  Assigned  for 
Settlement.  (Applicable  only  to  AMA’s, 
AF  depots,  CMR’s,  centers,  2709th  AF 
Vehicle  Control  Group,  Wright-Patter- 
son  AFB,  and  to  ARDC  activities  cited  in 
§  1008.200-53  (b)(3)). 

Note:  (1)  When  it  is  known  in  advance 
(preferably  in  writing)  that  the  contractor 
will  accept  deletions  (partial  or  complete) 
from  his  contract  without  cost  to  the  Gov¬ 
ernment,  the  procuring  contracting  officer 
(buyer),  with  the  coordination  of  the  local 
termination  activity,  may  prepare  a  “no- 
cost”  supplemental  agreement  without  the 
issuance  of  a  termination  notice.  In  such 
cases  the  Docket  Ledger  will  contain  a  cita¬ 
tion  to  the  “no-co6t”  deletions  for  record 
purposes.  (2)  Within  AMA’s,  AF  depots, 
CMR’s,  and  centers,  and  ARDC  activities 
cited  in  §  1008.200-53 (b)  (3),  the  Docket 
Ledger  will  also  contain  a  Termination  Au¬ 
thority  Docket  Number  (to  be  cited  in  the 
Supplemental  Agreement)  for  “no-cost”  de¬ 
letions  (see  paragraph  (f)(1)  (viii)  of  this 
section)  however,  a  docket  file  need  not  be 
opened  or  maintained.  In  the  event  it  Can¬ 
not  be  ascertained  in  advance  if  costs  will 
be  incurred,  the  readjustment  activity  will 
assign  a  Termination  Authority  Docket 
Number  pursuant  to  paragraph  (f)(1)  of 
this  section,  and  issue  a  Termination  Notice, 
but  will  not  subsequently  change  the  docket 
number  pursuant  to  paragraph  (f)(1)  (viii) 
of  this  section  if  the  termination  results  in 
“no-cost”  to  the  Government.  This  “no- 
cost”  supplement  agreement  will  not  be  used 
with  cost  reimbursement  type  contracts. 

(5)  Assign  the  termination  case  for 
settlement  by  completing  Part  IV,  AFPI 
Form  49. 

(i)  HqAMC,  MCPK: 

(a)  May,  if  it  issues  a  notice  of  con¬ 
venience  termination,  assign  the  termi¬ 
nation  case  for  settlement  directly  to  an 
APD  or  AFPR,  or  to  a  termination  con¬ 
tracting  officer  at  AMC  (MCPKT)  (see 
paragraph  (e)  of  this  section  and 
§  1008.202-52(c) ) . 

(b)  Prepare  and  maintain  a  perma¬ 
nent  type  docket  file. 

(c)  May  transfer  and  reassign  any 
convenience  termination  for  settlement 
irrespective  of  the  activity  which  origi¬ 
nally  terminated  and  assigned  the  case 
foj*  settlement. 

(ii)  AMA,  AMC  Center,  AF  Depot, 
2709th  _AF  Vehicle  Control  Group  and 
Wright-Patterson  AFB,  readjustment 
activities  will  assign  termination  cases 
for  settlement  as  follows: 

(a)  AMA  and  AF  Depot  termination 
activities  will  assign  the  termination 
case  for  settlement  to  the  APD  or  AFPR 
administering  the  contract  (see  para¬ 
graph  (e)  of  this  section).  Concur¬ 
rently  with  the  direct  assignment,  the 


issuing  AMA  or  AF  Depot  readjustment 
activity  will  forward  three  copies  AFPi 
Form  50,  one  copy  of  AFPI  Form  49,  and 
one  copy  of  the  Termination  Notice  t* 
AMC  (MCPKTh;  the  CMR  exercising 
supervision  over  the  Aforementioned  ad. 
ministering  activity  will  receive  one  conv 
of  AFPI  form  49,  AFPI  Form  50,  and  the 
Termination  Notice  from  the  AMC  ter¬ 
minating  activity. 

(b)  AMC  center  readjustment  activi- 
ties  may,  pursuant  to  §  1008.200-54,  ter¬ 
minate  their  contracts  for  convenience 
of  the  Government  and  may  retain  the 
case  and  enter  into  settlement  agree¬ 
ments  without  limitation  as  to  amount 
of  settlement  costs.  However,  the  case 
should  normally  be  assigned  directly  to 
the  APD,  or  other  designated  activity 
geographically  nearest  to  the  terminated 
contractor  for  settlement.  Concurrently 
with  the  direct  assignment,  the  issuing 
AMC  center  readjustment  activity  will 
forward  three  copies  of  AFPI  Form  50, 
one  copy  AFPI  Form  49,  and  one  copy  of 
Termination  Notice  to  AMC  (MCPKT); 
the  CMR  exercising  supervision  bver  the 
settling  activity  will  receive  dne  copy  of 
AFPI  Form  49,  AFPI  Form  50,  and  the 
Termination  Notice  from  the  AMC  ter¬ 
minating  activity.  Where  an  AMC  cen¬ 
ter  issued  contract  has  been  admin¬ 
istered  by  a  facility  other  than  the 
issuing  AMC  center  and  the  AMC  center 
retains  settlement  responsibility,  the  ad¬ 
ministering  facility  will  be  advised 
accordingly. 

(iii)  AMAs,  AF  depot,  and  Wright- 
Patterson  AFB  readjustment  activities 
will  issue  the  termination  notices  ter¬ 
minating  base  procurement  contracts 
initiated  at  their  installation.  The  re¬ 
spective  readjustment  activities  may 
subsequently  assign  the  termination  case 
for  settlement  to  their  base  procurement 
contracting  officer  in  lieu  of  the  pro¬ 
cedure  set  forth  in  paragraph  (d)(5)(ii) 
of  this  section  if  the  termination  will  re¬ 
sult  in  “no-cost”  to  the  Government  or 
the  contractor’s  termination  claim  does 
not  exceed  $2,500. 

(iv)  ARDC  termination  cases  (other 
than  Hq  ARDC,  RADC,  AFCCDD,  WADD 
and  European  Office,  ARDC)  will  be 
handled  pursuant  to  paragraph  (d)(5) 

(v)  of  this  section  when  the  contractor’s 
claim  exceeds  $2,500. 

(a)  Hq  ARDC,  RADC,  AFCCDD, 
WADD,  and  European  Office,  ARDC  may 
settle  their  own  termination  cases  re¬ 
gardless  of  amount  of  termination  claim 
pursuant  to  paragraph  §  1008. 200-53 (b) 

(3)  or  may  assign  their  terminations  di¬ 
rectly  for  settlement  pursuant  to  §  1008- 
200-53 (b)  (4).  Concurrently  wTith  the 
direct  assignment,  the  ARDC  assigning 
activity  will  forward  three  copies  of 
AFPI  Form  50,  one  copy  of  AFPI  Form 
49,  and  one  copy  of  the  Termination 
Notice  to  AMC  (MCPKT) ;  the  CMR  ex¬ 
ercising  supervision  over  the  aforemen¬ 
tioned  administering  activity  will  receive  . 
froln  the  respective  aforementioned 
ARDC  activities  one  copy  of  AFPI  Form 
49,  AFPI  Form  50,  and  the  Termination 
Notice. 

(b)  No-cost  settlement  agreements, 
including  construction  contracts  (with 
or  without  the  issuance  of  a  Termina¬ 
tion  Notice  as  deemed  appropriate) ,  may 
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be  issued  by  the  ARDC  activity  delegated  istered  by  an  activity  other  than  the  (7)  ARDC  activities  will  be  identified 
-  'L~r  to  terminate  the  contract,  activity  which  will  settle  the  termination,  by  code  letters: 

(f)  of  this  section  will  be  com-  (6)  A  copy  of  AFPI  Form  50.  (Ap-  w— wadd  y— afccdd 

plies  to  AMC  and  ARDC  only.)  X — radc  z — Hq  ARDC 

(7)  Whether  any  claim  against  the 

(8)  All  cases  assigned  to  the  Depart¬ 
ment  of  the  Navy  for  settlement,  the  sec¬ 
ond  digit  will  be  identified  by  code  let¬ 
ter:  N — Navy. 

(9)  No-cost  terminations:  The  second 
digit  code  number  will,  in  all  cases,  be: 

O — No-cost. 

(2)  Major  commands  authorized  pur¬ 
suant  to  §  1008.200-53  to  issue  termina¬ 
tion  notices  will  be  responsible  for  the 
assignment  of  a  termination  docket  num¬ 
ber  (also  see  paragraph  (d)  (4)  of  this 
section)  to  each  contract  terminated,  in¬ 
cluding  no-cost  terminations.  With 
activities  that  do  not  have  code  numbers 
assigned  in  the  preceding  subparagraph 
(1)  of  this  paragraph,  the  first  part  of 
the  docket  number  will  be  the  major 
command  abbreviation  such  as  TAC,  the 
second  part  will  be  the  base  or  installa¬ 
tion  identification,  such  as  Langley,  and 
the  third  part  will  be  a  numerical  se¬ 
quence  beginning  with  “001”.  The  nu¬ 
merical  sequence  will  continue  uninter¬ 
rupted  from  year  to  year  rather  than 
start  again  with  “001”  at  the  beginning 
of  a  fiscal  or  calendar  year. 

Example.  TAC-Langley — 001. 

(3)  Oversea  commanders  authorized 
pursuant  to  §  1008.200-54  to  issue  termi¬ 
nation  notices  will  be  responsible  for  the 
assignment  of  a  termination  docket 
number  (also  see  paragraph  (d)(4)  of 
this  section).  The  method  of  assign¬ 
ment  thereof  will  be  at  the  discretion 
of  the  Commander  concerned.  No-cost 
as  well  as  “cost”  terminations  will  be 
identified  by  a  docket  number. 

(g)  Preparation  of  notice  of  termina¬ 
tion.  A  priority  Telegraphic  Notice  of 
Termination  (Western  Union  Tele¬ 
gram — Request  Written  Report  Deliv¬ 
ery)  as  set  forth  in  §  8.801-1  of  this  title 
will  be  used  to  notify  the  contractor  of 
a  convenience  termination  except  when 
factors  such  as  amount  of  contract, 
distance  involved,  effective  date  of  ter¬ 
mination,  and  status  of  contract  indicate 
that  the  use  of  a  Letter  Notice  of  Termi¬ 
nation  as  set  forth  in  §  8.801-2  of  this 
title  will  not  result  in  additional  termi¬ 
nation  costs.  Subsequent  to  transmittal 
of  a  Telegraphic  Notice  of  Termination, 
a  confirming  Letter  Notice  of  Termi¬ 
nation  as  set  forth  in  §  8.801-2  of  this 
title  will  be  sent  (Registered  Mail — Re¬ 
turn  Receipt)  to  the  contractor,  but  in 
the  case  of  the  termination  of  a  basic 
(2)  AMC  centers  will  be  identified  by  call  contract  under  which  no  calls  have 
code  numbers:  been  issued,  only  paragraphs  1,  8,  and 

A — amc  Aeronautical  Systems  Center.  9  of  the  confirming  letter  will  be  issued 
b— AMC  Ballistic  Missiles  Center.  A  Letter  Notice  of  Termination,  original 

E — AMC  Electronic  Systems  Center.  or  confirming,  will  contain  in  duplicate 

,,,  ...  ,  . ,  .  .  an  acknowledgment  of  Notice.  WThen 

.d£p0^  be  ldentlfied  ^  executed  and  returned  by  the  contractor, 
code  letter  .D  Dayton.  the  two  acknowledged  copies  will  be 

(4)  CMRs  will  be  identified  by  code  pro0f  0f  service,  or  personal  service  may 

letters:  be  made  upon  a  responsible  representa- 

c — Central.  G — Western.  tive,  and  a  proof  of  service  indicating  the 

F— Eastern.  date  of  service  will  be  executed.  The 

(5)  Wright-Patterson  AFB  will  be  Notice  of  Termination  should  inform  the 

identified  by  code  letter :  P.  contractor  of  the  office  •  to  which  any 

(6)  The  2709th  AF  Vehicle  Control  inquiries  relative  to  the  teftnination 

Group  will  be  identified  by  code  letter:  should  be  addressed.  Where  a  termina- 
M.  tion  case  is  referred  for  settlement  at 


authority 
paragraph 

pU( v)  W]3ase  procurement  activities  at 
maj0r  commands  (other  than  AMC)  contractor  in  favor  of  the  Government  is 
within  the  Continental  United  States  known  to  exist  and  what  inquiries  have 
will  after  issuing  the  termination  notice,  been  made  to  discover  the  existence  of 
retain  the  termination  case  for  settle-  such  a  claim. 

ment  by  their  contracting  officers  ap-  (8)  Four  copies  of  the  Termination 
pointed  to  perform  the  readjustment  Notice. 

function  when  it  is  known  the  settlement  (9)  Advance  supplemental  agreement 
will  be  at  no-cost  to  the  Government  or  number  for  the  termination  settlement 
not  in  excess  of  $2,500.  Contracting  of-  agreement.  (Applies  only  to  major  com¬ 
bers  who  issue  the  termination  notice  mands  other  than  AMC  and  the  ARDC 
will  include  in  such  notice  to  the  con-  activities  listed  in  §  1008.200-53 (b)  (3) .) 
tractor  a  request  for  information  as  to  GO)  Any  other  information  which  may 
whether  or  not  the  contractor  intends  to  be  helpful  in  negotiating  the  settlement, 
submit  a  termination  claim.  If,  on  the  (f )  Assignment  of  termination  author - 

basis  of  the  contractor’s  reply,  it  appears  ity  docket  number  by  termination  activ- 
the  settlement  costs  will  not  be  in  excess  ity.  (1)  All  Termination  Notices  relating 
of  $2,500,  or  if  it  is  known  that  the  termi-  to  terminations  issued  by  an  authorized 
nation  will  result  in  “no-cost”  to  the  Gov-  activity  of  AMC  or  ARDC,  will  be  iden- 
emment,  the  base  procurement  activity  tiffed  by  a  Termination  Authority 
may  process  and  consummate  the  settle-  Docket  Number.  In  AMC  AMA  termi- 
ment  of  the  case  regardless  of  the  con-  nations  the  termination  activity  at  the 
tract  price  of  items  terminated.  If  the  terminating  AMA  will  be  responsible  for 
settlement  costs  will  exceed  $2,500  the  the  assignment  of  a  termination  docket 
base  procurement  activity  will  refer  the  number;  in  AMC  center,  CMR,  AF  Depot, 
matter  to  the  readjustment  activity  of  2709th  AF  Vehicle  Control  Group  and 
the  contract  management  region  in  Wright-Patterson  AFB  terminations  the 
whose  geographical  jurisdiction  the  individual  assigned  responsibility  for 
terminated  contractor  is  located  fur-  readjustment  matters  at  the  aforemen- 
nishing  the  information  and  records  re-  tioned  terminating  activity  will  be 
quired  by  paragraph  (e)  (1),  (2),  (3),  responsible  for  assignment  of  a  termina¬ 
te,  (5),  (7),  (8),  (9),  and  (10)  of  this  tion  docket  number.  In  ARDC  termi- 
section.  nations  the  readjustment  office  at  Hq 

(vi)  Oversea  commands,  AMFEA,  ARDC  or  the  authorized  centers  will  be 
AMFPA,  air  attaches,  and  AF  foreign  responsible  for  assignment  of  a  termi- 
missions  (see  §  1008.201(c) )  will  assign  nation  docket  number.  The  first  and 
their  respective  termination  cases  for  second  digits  of  the  termination  docket 
settlement  to  their  termination  activity,  number  will  identify:  (i)  The  origin  of 

(6)  When  necessary,  return  termina-  the  Notice  of  Termination,  and  (ii)  the 

tion  cases  to  the  initiator  (s)  of  the  AFPI  CMR  or  other  activity  responsible  for 
Form  49  for  cancellation,  correction,  or  settlement,  respectively.  The  third  and 
any  other  reasons.  subsequent  digits  will  identify  the  nu- 

(7)  Maintain  staff  surveillance  over  merical  sequence  of  the  termination 

termination,  settlement  and  plant  clear-  action.  For  purposes  of  identifying: 
ance  of  all  termination  cases.  (a)  Hq  AMC  and  AMA’s,  (b)  AMC  Cen- 

(8)  Maintain  proper  records  reflecting  ters,  (c)  AF  Depots,  (d)  Contract  Man- 

the  status  of  settlement  of  termination  agement  Region^  (e)  Wright-Patterson 
cases.  AFB,  (/)  2709th  AF  Vehicle  Control 

Note:  The  above  procedures  will  be  used  Group,  (flf)  certain  ARDC  activities,  (h) 
only  within  the  scope  of  authority  set  forth  Department  of  the  Navy,  and  (i)  no-cost 
in  §§  1008.200-50  through  1008.200-54.  All  terminations,  the  following  codes  are 
cases  beyond  this  scope  will  be  referred  to  assigned: 

AMC  (MGPKT) ,  for  decision,  issuance  of  (I)  Hq  AMC  and  the  AMAs  will  be 
Notice  of  Termination,  and/or  assignment  identified  by  code  numbers: 
and  settlement. 

,  1— MAAMA  6— SAAMA 

(e)  Referral  of  cases.  Whenever  in  2 — noama  7 — wrama 

this  section  a  termination  case  is  re-  3 — ooama  8 — Hq  amc 

quired  to  be  referred  to  an  APD  or  AFPR  4 — ocama  9 — sbama 

for  settlement,  the  office  referring  the  5 — smama  r — roama 
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the  time  the  contract  is  terminated,  the 
office  to  which  the  case  is  referred  should 
be  set  forth  in  the  Notice  of  Termination, 
Where  the  termination  case  is  referred 
to  another  office  subsequent  to  the  is¬ 
suance  of  the  Notice  of  Termination  the 
contractor  should  be  so  informed.  The 
termination  contracting  officer  in  the 
office  that  issued  the  Notice  of  Termina¬ 
tion  will  be  responsible  for  sending  a 
copy  of  the  convenience  termination  no¬ 
tice  to  each  of  the  following: 

(1)  Any  assignee  of  record  who  has 
filed  a  proper  notice  of  assignment  with 
respect  to  the  terminated  contract.  (See 
§  8.202  of  this  title.) 

(2)  Any  guarantor  or  surety  of  the 
contractor  whose  obligation  relates  to  the 
terminated  contract.  (See  §  8.202  of  this 
title.) 

(3)  The  finance  officer  designated  to 
make  payments  under  the  contract. 

(4)  The  accounting  activity  recording 
transactions  affecting  the  funds  appli¬ 
cable  to  the  contract. 

(5)  Other  activities  according  to  the 
distribution  directives  applicable  to  the 
particular  procuring  activity  that  issued 
the  Notice  of  Termination. 

(h)  Amendment  of  termination  notice. 
fl)  Amended  termination  notices  will  be 
used  to: 

(i)  Correct  mistakes  which  occurred 
in  the  preparation  of  the  original  Notice 
of  Termination  or  to  add  supplemental 
data  or  instructions. 

(ii)  Rescind  previously  issued  termi¬ 
nation  notices  by  reinstating  acceptable 
supplies  which  were  completed  prior  to 
the  effective  date  of  termination  and  for 
which  delivery  is  desired. 

(iii)  Terminate  additional  items  of 
work  under  a  contract  which  has  pre¬ 
viously  been  partially  terminated;  pro¬ 
vided  that  60  days  have  not  elapsed  since 
the  date  of  the  original  notice  of  partial 
termination  and  the  contractor  has  not 
submitted  a  settlement  proposal  to  the 
termination  contracting  officer. 

(iv)  If  60  days  have  elapsed  since  the 
date  of  the  original  notice  of  partial 
termination,  a  further  Notice  of  Termi¬ 
nation  (as  set  forth  in  §§8.801-1  or 
8.801-2  of  this  title)  will  be  issued.  Ac¬ 
tivities  listed  in  paragraph  (f)  of  this 
section  will  assign  new  termination  au¬ 
thority  docket  numbers. 

(2)  Amendments  may  be  effected  by 
issuing  an  Amended  Letter  or  Tele¬ 
graphic  Notice  of  Termination.  An 
amended  termination  notice  is  not  neces¬ 
sary  for  a  portion  of  terminated  supplies 
or  services  which  has  been  completed, 
accepted,  and  shipped  prior  to  the  effec¬ 
tive  date  of  termination.  However,  if  all 
of  the  supplies  or  services  covered  by  a 
termination  notice  have  been  completed, 
delivered,  and  accepted  prior  to  the  ef¬ 
fective  date  of  termination,  a  notice 
rescinding  the  initial  notice  will  be  issued 
by  the  originating  readjustment  activity 
to  close  the  termination  case.  Except  as 
set  forth  above,  termination  notices  will 
not  be  modified  in  any  way  unless  written 
authority  is  obtained  from  the  Chief, 
Contract  Management  Division,  Hq 
AMC. 

(i)  Reinstatement  of  terminated  con¬ 
tracts  or  portions  thereof .  (1)  Requests 
for  reinstatement  of  terminated  con¬ 


tracts  or  portions  thereof  will  not  be 
made  unless  an  inquiry  as  to  practica¬ 
bility  of  reinstating  the  contract  or  1 
portion  thereof  has  been  made  to  the 
contractor  within  a  60-day  period.  Ex¬ 
ceptions  to  this  limitation  may  be  made 
when: 

•  (i)  Reinstatement  of  a  terminated 
contract  is  directed  by  Hq  USAF. 

(ii)  Adequate  reason  for  reinstating 
an  experimental  or  development  con¬ 
tract  exists. 

(iii)  Reinstatement  of  contracts  based 
upon  MIPR  is  requested  by  the  initiating 
activity. 

(iv)  Unusual  circumstances  indicate 
clearly  that  the  Government  will  benefit 
by  use  of  reinstatement  procedures 
rather  than  initiation  of  a  new 
procurement. 

(2)  Subsequent  to  the  issuance  of  a 
notice  of  termination  and  prior  to  bi¬ 
lateral  execution  of  a  formal  supple¬ 
mental  settlement  agreement  it  may  be 
in  the  best  interests  of  the  Government 
to  rescind  a  termination  notice  by  re¬ 
instating  the  terminated  contract  or 
some  portion  thereof.  While  the  power 
to  terminate  a  contract  is  a  unilateral 
right  residing  only  in  the  Government, 
the  partial  or  complete  rescission  by  the 
Government  of  a  previously  issued  Notice 
of  Termination  cannot  be  effective  with¬ 
out  the  consent  of  the  contractor.  Con¬ 
sequently  the  Government  must  obtain 
the  contractor’s  agreement  and,  in  addi¬ 
tion,  secure  the  terms  and  conditions 
upon  which  the  latter  will  consent  to  the 
rescission  and  reinstatement  of  the  ter¬ 
minated  portion  of  the  contract.  If  the 
contractor  has  materially  changed  his 
position  in  reliance  upon  such  termina¬ 
tion  notice,  he  is  entitled  to  be  reason¬ 
ably  compensated  for  any  expenses 
allocable  to  a  reinstatement  action. 

(3)  The  procuring  activity  which  au¬ 
thorized  the  termination  is  responsible 
for  processing  written  authority  (letter 
or  telegram)  to  the  cognizant  termina¬ 
tion  activity  for  reinstatement  of  termi¬ 
nated  contracts  or  portions  thereof. 
Upon  determination  that  such  action  is 
in  the  best  interests  of  the  Government, 
the  procuring  activity  shall  advise 
the  cognizant  termination  activity,  as 
follows: 

(i)  That  settlement  negotiations  have 
not  been  finalized  by  .  supplemental 
settlement  agreement. 

(ii)  Extent  of  the  reinstatement  de¬ 
sired  and  monetary  value  thereof. 

(iii)  Whether  the  contractor  agrees  to 
the  reinstatement. 

(iv)  Whether  the  contractor  will  or 
will  not  assert  a  claim  for  reinstatement 
costs.  (If  reinstatement  costs  are  in¬ 
volved  the  negotiation  of  such  costs  will 
be  the  responsibility  of  the  procuring 
activity.) 

(4)  Requests  for  reinstatement  of  ter¬ 
minated  contracts  shall  be  subject  to  the 
approval  of  the  Chief  of  the  appropriate 
buying  activity,  or  his  designated  repre¬ 
sentative. 

(5)  Upon  receipt  by  the  termination 
activity,  a  Notice  of  Rescission  will  be 
issued  to  the  contractor  provided  the 
criteria  established  herein  has  been  met. 
If  there  has  been  a  referral  of  the  ter¬ 
mination  for  settlement,  the  termination 


activity  issuing  the  Notice  of  Rescission 
will  furnish  copies  simultaneously  to  th 
CMR  and  APD  or  AFPRO  settling  th! 
termination  and  to  AMC  (MCPKT) 

(6)  If  the  reinstatement  is  partial  an 
Amended  Notice  of  Termination  (jw 
Second,  Third,  etc.)  will  be  issued  hv 
the  activity  which  issued  the  original 
notice;  the  amendment  will  refer  to  th 
original  Notice  of  Termination  and  th! 
extent  of  rescission  of  such  notice 
the  reinstatement  constitutes  a  complete 
rescission  of  the  original  Notice  of  Ter 
mination,  a  Notice  of  Complete  Resets' 
sion  making  reference  to  the  notice  being 
rescinded  will  be  issued  to  the  contractor 
The  terms  of  a  contractor’s  offer  to  rein.! 
state  the  contract  (e.g.,  at  no  additional 
cost  to  the  Government)  will  be  incor- 
porated  in  the  Amended  Notice  of 
Termination  or  Notice  of  Complete 
Rescission. 

(j)  Processing  of  terminations  affect¬ 
ing  classified  contracts.  (1)  Whenever 
supplies  or  services  to  be  terminated 
under  the  contract  are  classified  as  Top 
Secret,  Secret,  or  Confidential,  the  No¬ 
tice  of  Termination  to  be  issued  to  the 
contractor  creates  an  administrative 
problem  unless  the  article  being  termi¬ 
nated  can  be  identified  by  the  use  of 
unclassified  descriptions.  Therefore 
documents  used  in  initiating  and  proc¬ 
essing  the  termination  will  not  indicate 
nomenclature  of  the  classified  contract 
item(s)  being  terminated  other  than  to 
insert  “see  contract.”  In  such  a  case, 
the  termination  contracting  officer  who 
issues  the  Notice  of  Termination  will  in¬ 
form  the  contractor  by  means  of  an 
uncoded  termination  notice  of  the  con¬ 
tract  number,  purchase  order  number, 
or  letter  contract  number  which  is  af¬ 
fected,  and  of  the  contract  item  num¬ 
ber  (s)  and  the  quantity  terminated 
therefrom  but  will  omit  any  statement 
as  to  the  nomenclature  of  the  contract 
articles.  - 

(2)  The  Armed  Forces  Industrial  Se¬ 
curity  Regulations  No.  5220.20  establishes 
the  responsibility  and  procedure  for  i 
notifying  the  cognizant  provost  marshal  ' 
of  termination  action  taken  under  prime 
contracts  and/or  subcontracts  involv¬ 
ing  the  release  or  generation  of  classified 
information  hereinafter  referred  to  as 
classified  contracts. 

(3)  The  CMR  assigned  administra¬ 
tion  cognizance  over  any  classified  AF 
prime  contract  is  responsible  for  notify¬ 
ing  the  appropriate  provost  marshal  of 
the  following  actions: 

(i)  The  partial  or  complete  termina¬ 
tion  of  a  classified  prime  contract. 

(ii)  The  partial  or  complete  termina¬ 
tion  of  classified  subcontracts  for  any 
reason,  such  as,  termination  of  subcon¬ 
tracts  resulting  from  contract  changes 
or  formal  termination  action  under  the 
prime  contract.  The  notification  of  the 
termination  of  a  classified  subcontract 
will  be  given  to  the  CMR  provost  mar¬ 
shal  within  which  the  subcontractor  is 
geographically  located. 

(4)  Base  procurement  or  central  pro¬ 
curement  contracts  entered  into  by  AF 
commands  ( other  than  AMC )  and  not 
administered  by  a  CMR.  The  purchas¬ 
ing  offices  of  such  commands  will  be  re¬ 
sponsible  for  notifying  their  command 
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nrovost  marshal  of  any  action  which 

suits  in  the  partial  or  complete  ter¬ 
mination  of  a  classified  AF  prime  con¬ 
tact  or  classified  subcontract  for  which 
such  purchasing  office  has  cognizance. 

(5)  Base  procurement  contracts  en- 
t  red  into  by  activities  of  AMC.  The 
aMC  purchasing  office  that  enters  into  a 
classified  base  procurement  contract  will 
be  responsible  for  notifying  the  appro¬ 
priate  provost  marshal  having  security 
surveillance  for  such  contract  of  any 
action  which  results  in  the  partial  or 
complete  termination  of  the  contract  or 
classified  subcontracts  thereunder.  Such 
notification  should  be  given  the  provost 
marshal  of  the  AMA  within  which  the 
prime  contractor  or  subcontractor  is  geo¬ 
graphically  located. 

(6)  The  activity  responsible  for  ini¬ 
tially  notifying  the  appropriate  provost 
marshal  of  the  termination  of  a  prime 
contract  or  subcontract  will  also  be  re¬ 
sponsible  for  notifying  the  provost 
marshal  of  the  removal  or  retention  of  * 
classified  materials  from  the  prime  con¬ 
tractor’s  and/or  subcontractor’s  facility. 

If  the  prime  contractor  or  subcontractor 

is  permitted  to  retain  classified  materials 
pertaining  to  the  terminated  contract  for 
any  purpose,  notification  of  the  details 
of  such  arrangement  will  also  be  given 
the  provost  marshal. 

§  1008.202—51  Termination  of  letter  fa¬ 
cilities  contracts,  facilities  contracts, 
and  facilities  leases. 

(a)  Termination  of  letter  facilities 
contracts — (1)  General.  This  paragraph 
sets  forth  the  procedures  for  processing 
the  partial  and  complete  terminations  of 
letter  facilities  contracts.  The  following 
subparagraphs  prescribe,  in  addition  to 
other  matters,  the  settlement  procedures 
whether  the  contractor  “vouchers  out” 
under  the  termination  or  submits  his 
claim  on  a  settlement  proposal.  Special 
problems  which  may  arise  with  respect 
to  the  partial  or  complete  termination  of 
letter  facilities  contracts  should  be  re¬ 
ferred  for  advice  to  AMC  (MCPKT) . 

(2)  Partial  terminations.  In  the 
event  of  a  partial  termination  of  a  letter 
facilities  contract,  payments  made  to  a 
contractor  prior  to  termination  should 
be  considered  in  the  nature  of  progress 
payments.  Under  a  partial  termination 
of  such  type  of  contract  the  terminated 
portion  usually  consists  of  the  further 
use  by  the  contractor  of  facilities  pre¬ 
viously  acquired  (even  if  installed)  in¬ 
stallations  costs  of  such  facilities,  the 
contemplated  use  by  the  contractor  of 
machine  tools  and  equipment  remaining 
to  be  completed,  machine  tools  and 
equipment  on  order  which  have  been 
partially  completed  and  which  are  di¬ 
rected  to  be  canceled,  and  costs  of  initial 
repairs  and  parts  replacement  of  Gov¬ 
ernment  furnished  machines  and  equip¬ 
ment.  The  contractor  may  submit  his 
termination  claim  on  either  DD  Form 
540,  “Settlement  Proposal  (Inventory 
Basis),”  DD  Form  541,  “Settlement  Pro¬ 
posal  (Total  Cost  Basis),”  or  DD  Foxm 
547,  “Settlement  Proposal  for  Cost-Type 
Contracts,”  whichever  the  contracting 
officer  deems  appropriate.  The  contract¬ 
ing  officer  and  the  contractor  may  agree 
upon  the  total  amount  due  the  con¬ 
tractor  for  the  acquisition  of  machine 


tools  and  equipment,  installation,  initial 
repair  and  replacement  costs,  and  termi¬ 
nation  claims  of  vendors  and  suppliers 
(subcontractors).  Under  such  circum¬ 
stances,  the  Audit  Status  Date  as  pro¬ 
vided  in  Subpart  D,  Part  8  of  this  title, 
relating  to  cost  reimbursement  con¬ 
tracts,  is  not  required.  The  settlement 
should  be  evidenced  by  an  appropriate 
type  of  Settlement  Agreement  (Amend¬ 
ment)  ,  the  form  of  which  should  be  re¬ 
quested  from  AMC  (MCPKT) ,  a  copy  of 
the  Settlement  Memorandum  will  be  sub¬ 
mitted  with  such  request  for  use  in 
preparing  the  appropriate  form  of 
agreement. 

(3)  Complete  termination.  If  the  let¬ 
ter  facilities  contract  has  been  com¬ 
pletely  terminated,  the  contractor  may 
elect  to  “voucher  out”  his  costs.  Where 
the  contractor  discontinues  the  submis¬ 
sion  of  Standard  Form  1034  cost 
vouchers  and  submits  his  termination 
claim  on  the  appropriate  Termination 
Settlement  Proposal  form,  the  Audit 
Status  Date  procecthre  in  Part  8  of  this 
title  will  be  followed.  Where  a  partial 
termination  is  involved  and  the  continu¬ 
ing  work  can  be  completed  within  a  rea¬ 
sonable  period  of  time  and/or  before  the 
parties  are  ready  to  effect  settlement,  it 
is  recommended  that  the  termination  be 
considered  as  a  complete  termination  of 
the  contract  pursuant  to  §  8.406  of  this 
title;  the  Audit  Status  Date  procedure 
will  be  followed  in  such  instance  where 
the  contractor  discontinues  the  submis¬ 
sion  of  Standard  Form  1034  vouchers  and 
submits  his  claim  on  the  Settlement 
Proposal  form.  The  termination  settle¬ 
ment  agreement  form  set  forth  in 
§  8.806-4  of  this  title  may  be  used  to 
evidence  the  negotiated  settlement  of  a 
complete  termination;  appropriate  re¬ 
visions  should  be  made  in  the  form  to 
refer  to  “the  contract”  as  “the  Letter  Fa¬ 
cilities  Contract”. 

(b)  Termination  of  facilities  contracts 
and  facilities  leases — (1)  Scope  of  para¬ 
graph.  This  paragraph  establishes  re¬ 
sponsibilities  and  procedures  within  AMC 
with  respect  to  the  following: 

(1)  Determination  of  the  necessity  for 
terminations  of  facilities  contracts  and 
facilities  leases  and/or  the  withdrawal 
from  the  contractor’s  possession  of 
Government -owned  facilities  covered 
thereby. 

(ii)  Preparation  and  transmittal  of 
requests  for  termination  of  facilities 
contracts  and  facilities  leases. 

(iii)  Withdrawal  from  the  contrac¬ 
tor’s  possession  of  those  Government- 
owned  facilities  covered  by  facilities  con¬ 
tracts  and  facilities  leases. 

(2)  Responsibilities  of  CMR’s.  The 
Chief,  APD  or  AFPR  will  submit  recom¬ 
mendations  through  his  CMR  Headquar¬ 
ters  to  the  AMC  Aeronautical  Systems 
Center  (LMBI) ,  whenever,  in  his  opinion, 
a  total  or  partial  termination  of  a  facili¬ 
ties  contract  or  lease  executed  by  AMC, 
and/or  the  withdrawal  of  facilities  cov¬ 
ered  thereby,  is  in  the  public  interest. 
Termination  of  leases  executed  on  MCP 
71-648,  “Facilities  Lease  Agreement” 
(except  the  default  terminations),  will 
be  effected  according  to  §  1013.3006-2  of 
this  title.  Settlement  of  the  termination 
should  be  handled  by  a  designated  termi¬ 


nation  contracting  officer.  In  further¬ 
ance  of  such  responsibilities,  continuing 
surveillance  of  Government-owned  fa¬ 
cilities  in  the  possession  of  contractors 
will  be  maintained  by  the  CMR  head¬ 
quarters  in  an  effort  to  determine  the 
necessity  for  allowing  such  Government-  ’ 
owned  facilities  to  remain  in  the  posses¬ 
sion  of  the  contractors.  If  default  by 
the  contractor  is  involved,  the  termina¬ 
tion  of  the  contract  will  be  processed 
pursuant  to  Subpart  F  of  this  part. 

(3)  Responsibilities  of  Industrial  Fa¬ 
cilities  Division  (LMBI),  Aeronautical 
Systems  Center.  The  Chief,  LMBI,  will; 

(i)  After  coordination  with  the  buying 
branches  responsible  for  the  production 
contracts  involved,  make  all  determina¬ 
tion  necessary  for:  (a)  Tbtal  or  partial 
termination  of  facilities  contracts  and 
facilities  leases  (other  than  those  issued 
on  MCP  71-648),  and  (b)  The  with¬ 
drawal  from  the  contractor’s  possession 
of  Government-owned  facilities  covered 
thereby. 

(ii)  Where  total  or  partial  termina¬ 
tion  is  necessary,  forward  a  Termination 
Authority,  AFPI  Form  49,  to  the  Termi¬ 
nation  activity,  AMCASC  (LMPET) . 

(iii)  Where  it  is  necessary  to  effect 
withdrawal  of  facilities  from  a  contrac¬ 
tor’s  possession  and  no  other  termination 
actions  are  required,  the  Chief,  LMBI, 
will  normally:  (a)  Forward  a  request  to 
MCPKP,  Hq  AMC,  to  effect  the  necessary 
plant  clearance  or,  (b)  Direct  issuance 
of  shipping  authorization  for  the  air 
procurement  district  office  to  issue  ap¬ 
propriate  shipping  instructions. 

§  1008.202—52  Special  procedures  per¬ 
taining  to  deletions  of  spare  parts 
from  AF  contracts  containing  provi- 

*  sioning  documents. 

(a)  This  section  deals  with  the  dele¬ 
tion  of  both  priced  and  unpriced  spare 
parts  authorized  under  various  types  of 
Provisioning  Documents  as  listed  in 
§  1055.206  of  this  chapter.  “Supply 
Component”  as  used  herein  is  defined  to 
include,  in  addition  to  the  supply  com¬ 
ponents  of  the  Air  Force,  the  appropri¬ 
ate  agencies  of  the  other  services  whose 
requirements  are  being  filled  under  AF 
Contracts. 

(b)  Deletion  of  spare  parts:  When  it 
has  been  determined  by  the  supply  com¬ 
ponent  activity  that  certain  items  au¬ 
thorized  under  Spare  Parts  Provisioning 
Documents  are  no  longer  required,  the 
supply  activity  will  notify  in  detail  the 
cognizant  APD,  or  AFPRO,  by  means  of 
AMC  Form  296,  “Spare  Parts  Documents 
Correction  Sheet”,  of  the  extent  of  dele¬ 
tion  desired.  If  Hi-Valu  items  are  in¬ 
volved,  a  telegraphic  notification  should 
be  immediately  sent  by  the  supply  ac¬ 
tivity  to  the  APD  or  AFPRO  prior  to  the 
usual  preparation  and  issuance  of  AMC 
Form  296.  Upon  receipt  of  a  telegraphic 
or  AMC  Form  296  notification,  the  ad¬ 
ministrative  contracting  officer  (ACO) 
will  in  turn  immediately  notify  the  Con¬ 
tractor  by  telegraphic  notice  or  letter 
notice,  as  appropriate,  with  instructions 
to  effect  the  requested  deletions.  When 
a  telegraphic  notice  is  used  by  the  ACO, 
the  Contractor  will  be  requested  to  reply 
by  telegraphic  message  (or  other  appro¬ 
priate  means)  to  the  ACO  with  an  ac¬ 
knowledgment  of  receipt  thereof.  When 
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a  letter  notice  to  the  Contractor  is  used 
the  ACO  will  request  the  Contractor  to 
sign  and  date  a  prepared  acknowledg¬ 
ment  of  receipt  which  the  ACO  will  in¬ 
corporate  immediately  below  his  own 
signature  block.  ' 

(1)  Unpriced  spare  parts.  Deletion  of 
items  which  result  in  “no  cost”  or  a 
“cost”  claim  from  the  Contractor  will 
be  processed  and  negotiated  by  the  Con¬ 
tracting  Officer  in  accordance  with  the 
procedures  of  the  “Changee  Clause”  of 
the  contract.  However,  if  there  is  any 
excess  property  resulting  from  the  dele¬ 
tion,  such  excess  property  will  be  proc¬ 
essed  and  disposed  of  according  to  the 
provisions  of  Subpart  E,  Part  8  of  this 
title  and  Subpart  E,  Part  1008  of  this 
Chapter. 

(2)  Priced  spare  parts — (i)  No  cost 
deletions.  If  it  is  determined  that  the 
entire  deletion  can  be  effected  without 
cost  to  the  Government,  the  cognizant 
Contracting  Officer  of  the  APD  or 
AFPRO  will,  upon  the  receipt  of  a  Can¬ 
cellation  Addendum,  Spare  Parts  Change 
Request,  or  other  appropriate  list  from 
the  Contractor,  review  the  document  for 
completeness  and  incorporate  the  dele¬ 
tions  in  a  contractual  document.  The 
contractual  document  will  contain  ap¬ 
propriate  legal  releases  to  the  Govern¬ 
ment  such  as  those  provided  in  the  no- 
cost  settlement  forms  set  forth  in 
§§  8.806-6  and  8.806-7  of  this  title. 
These  types  of  deletions  do  not  require 
the  issuance  of  a  confirming  termination 
telegraphic  or  letter  notice  to  the  Con¬ 
tractor  and  will  not  be  processed  as  a 
termination  in  accordance  with  the  pro¬ 
visions  of  Part  8  of  this  title. 

(ii)  Cost  deletions.  If  it  is  determined 
that  all  or  part  of  the  items  directed  to 
be  deleted  will  involve  costs  to  the  Gov¬ 
ernment,  the  ACO,  upon  receipt  of  a 
Cancellation  Addendum,  Spare  Parts 
Change  Request,  or  other  appropriate 
list  from  the  Contractor,  will  process  the 
individual  document  as  a  whole,  without 
distinguishing  between  “cost”  deletions 
or  “no  cost”  deletions.  The  contracting 
officer  will  ascertain  whether  the  Con¬ 
tractor  desires  to :  (a)  Submit  his  claim 
forthwith,  or  (b)  wait  until  a  group  of 
deletions  have  been  accumulated  over  a 
period  of  30,  60  or  90  days.  The  ACO 
and  the  Contractor  should  agree  upon 
one  of  the  foregoing  procedures  and 
thereafter  as  promptly  as  possible  the 
Contractor  should  submit  his  claim  for 
the  settlement  of  proper  costs  resulting 
from  the  deletions.  The  ACO,  after  re¬ 
ceiving  the  Contractor’s  claim,  will  pre¬ 
pare  and  forward  an  AFPI  Form  49  in 
quadruplicate  to  the  Readjustment  office 
at  the  AMA,  AMC  center  or  AF  depot,  as 
appropriate.  The  AFPI  Form  49  will 
identify  the  number,  extent,  and  effec¬ 
tive  dates  of  the  deletions.  Upon  receiv¬ 
ing  the  AFPI  Form  49,  the  readjustment 
activity  will  issue  a  confirmatory  type  of 
termination  notice  and  will  issue  a 
docket  number  as  provided  in  §  1008.202- 
50. 

(c)  No  deviation  to  the  procedures 
set  forth  herein  will  be  made  without  the 
prior  approval  of  AMC  (MCPK) . 

§  1008.202—53  Termination  of  calls 
from  a  call  contract. 

Termination  requests  for  termination 
of  a  call,  a  number  of  calls,  or  portions 


of  a  call,  from  a  call  or  open  contract 
will  be  initiated  on  an  AFPI  Form  49  and 
will  contain  the  information  required  by 
§  1008.202-50  (b).  The  notice  of  termi¬ 
nation  for  convenience  of  such  calls  or 
portions  of  calls  will  be  issued  by  the 
readjustment  office  of  the  procuring  ac¬ 
tivity  which  issued  the  calls.  (For  defi¬ 
nition  of  call  and  open  contracts,  see 
§§  1003.405-5  and  1003.405-50  of  this 
chapter.) 

§  1008.203  Methods  of  settlement. 

(a)  Negotiation  is  the  preferred  meth¬ 
od  of  settlement  and  should  be  used  to 
the  maximum  extent  possible.  In  those 
exceptional  cases  where  it  is  not  possible 
to  settle  by  negotiation  all  elements  of 
the  termination  claim,  the  termination 
contracting  officer  and  the  contractor 
may  negotiate  a  settlement  as  to  those 
elements  of  the  termination  claim  on 
which  agreement  can  be  reached;  the 
termination  contracting  officer  should 
render  a  written  determination  or  find¬ 
ing  concerning  those  elements  of  the 
termination  claim  on  which  the  parties 
cannot  agree.  If  the  contractor  has 
filed  an  appeal,  or  has  indicated  that  an 
appeal  will  be  taken  from  the  determi¬ 
nation,  or  if  the  amount  (or  any 
part  thereof)  due  the  contractor  has  not 
been  paid  to  him  when  the  settlement 
agreement  is  to  be  executed,  then  the 
settlement  agreement  should  incorpo¬ 
rate,  in  addition  to  its  other  provisions, 
an  appropriate  reservation  with  respect 
to  the  rights  of  the  parties  under  the 
determination. 

(b)  The  termination  contracting  offi¬ 
cer,  as  soon  as  possible  after  a  terminated 
contract  to  be  settled  has  been  assigned 
to  him,  should  obtain  the  original  con¬ 
tract  file  reflecting  the  procuring  con¬ 
tracting  officer’s  previous  actions  in  con¬ 
nection  with  the  negotiation  and  award 
of  the  contract.  In  addition,  the  ter¬ 
mination  contracting  officer  should  con¬ 
fer  with  the  administrative  contracting 
officer  to  obtain  all  available  information 
pertaining  to  the  administration  and 
performance  of  the  contract. 

§  1008.206  Fraud  or  oilier  criminal 
conduct. 

In  the  event  of  suspicion  of  fraud  or 
other  criminal  conduct,  the  Termination 
Contracting  Officer  will  report  the  facts 
of  the  case  to  higher  authority. 

§  1008.207  Audit  of  settlement  pro¬ 
posals  and  of  subcontractor  settle¬ 
ments. 

(a)  The  scope  of  the  accounting  ex¬ 
amination  requested  should  vary  de¬ 
pending  on  the  amounts  involved  and 
the  complexities  of  the  claim,  and  re¬ 
quests  for  field  audit  should  be  limited 
to  those  situations  where  such  action  is 
necessary.  Settlement  proposals  in¬ 
volving  less  than  $2,500  will  receive  an 
accounting  examination  by  an  appro¬ 
priate  member  of  the  termination  team 
other  than  the  auditor.  The  individual 
making  the  accounting  examination  will 
make  a  written  summary  of  the  review 
for  incorporation  into  the  docket  file. 

(b)  The  Termination  Contracting  Of¬ 
ficer  will  satisfy  himself  that  the  review¬ 
ing  prime  contractor  or  higher  tier  sub¬ 
contractor  has  established  an  adequate 


system  for  the  examination  of  their  re 
spective  subcontractor  settlement  pro[ 
posals,  and  that  accounting  examina- 
tions  are  accomplished  by  competent 
accounting  personnel.  The  TCO  will 
require  the  contractor  to  submit  a  copy 
of  the  accounting  examination  to  him 
when  the  subcontractor’s  settlement  pro¬ 
posal  is  submitted  for  ratification  or  ap¬ 
proval.  If  the  TCO  is  not  satisfied  with 
the  accounting  examination  made  by  the 
contractor  or  higher  tier  subcontractor 
he  will  submit  the  subcontractor’s  settle¬ 
ment  proposal,  with  the  accounting  ex¬ 
amination  made  by  the  contractor,  to  the 
appropriate  office  of  the  Auditor  General 
for  examination  and  recommendation. 
The  requirement  that  subcontractor  set¬ 
tlements  of  $25,000  or  more  be  submitted 
for  review  and  recommendation  by  the 
cognizant  audit  agency  does  not  relieve 
the  prime  contractor  or  upper  tier  sub¬ 
contractor  from  making  an  accounting 
v  examination. 

§  1008.208  Settlement  of  subcontract 
claims. 

See  §  8.208  of  this  title. 

§  1008.208—3  Settlement  procedure. 

(a)  Each  contractor  and  each  sub¬ 
contractor  will  carefully  examine  and 
approve  each  settlement  proposal  sub¬ 
mitted  to  him  by  a  lower  tier  subcontrac¬ 
tor.  Each  contractor  and  subcontractor 
will  use  his  own  staff  to  accomplish  these 
functions.  The  termination  contracting 
officer  must  satisfy  himself  that  the  staff, 
including  the  accountant,  negotiator, 
and  property  disposal  personnel,  are 
competent,  that  the  methods  are  ade¬ 
quate,  and  that  settlements  are  effected 
in  conformance  with  Subchapter  A, 
Chapter  I  of  this  title.  In  connection 
with  subcontracts  terminated  as  a  result 
of  contract  modifications  or  engineering 
changes,  see  §§  1008.000(d)  and  1008.254. 

(b)  The  termination  contracting  of¬ 
ficer  should  emphasize  to  the  contractor 
the  necessity  of  submitting  a  complete 
“package”  of  the  subcontract  settlement 
to  the  contracting  officer  for  approval 
The  “package”  should  consist  of  copies 
of  the  claim,  inventory  schedules  (if 
any),  accounting  reviews,  memorandum 
of  the  settlement,  certificate  as  required 
in  §  8.208-3  of  this  title  and  any  other 
supporting  documents  which  will  explain 
the  settlement. 

(c)  Approval  or  ratification  of  sub¬ 
contract  settlements:  (1)  Except  where 
settlement  of  subcontractors  claims  in 
the  amount  of  $10,000  or  less  has  been 
authorized,  all  settlement  proposals  sub¬ 
mitted  from  any  prime  contractor  or 
subcontractor  must  be  reviewed  and  ap¬ 
proved  or  ratified  by  the  termination 
contracting  officer  as  provided  under 
this  section. 

§  1008.208—4  Authorization  for  subcon¬ 
tract  settlements  of  $10,000  or  less 
without  approval  or  ratification. 

(a)  Purpose  and  authority:  The  pur¬ 
pose  of  the  authorization  to  a  contractor 
to  settle  with  subcontractors  in  the 
amount  of  $10,000  or  less  is  to  expedite 
settlements.  This  authorization  will  not 
be  used  to  provide  a  circuitous  route  for 
the  redelegation  of  the  termination  con¬ 
tracting  officers  responsibility.  Thus, 
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hiie  more  than  one  settlement  of 
*"7^  nr  less  may  be  effected  with  a 


S  clearly  the  propriety  of  the  separate 
laims  Termination  contracting  officers 
hould  encourage  contractors  to  request 
delegation  of  authority  to  settle  sub¬ 
contractors  claims. 

(1)  Prior  to  granting  authorization  to 
conclude  settlements  with  subcontrac¬ 
tors  up  to  $2,500  or  requesting  approval 
for  authorization  to  settle  claims  over 
*2500  and  not  in  excess  of  $10,000,  the 
termination  contracting  officer,  with  the 
assistance  of  the  auditor  and  plant  clear¬ 
ance  officer,  will  review  and  examine  the 
contractors  written  procedures  for  proc¬ 
essing  subcontractors  termination  claims, 
including  its  procedures  for  conducting 
accounting  reviews,  inspection  and  dis¬ 
position  of  subcontractor  inventory,  and 
competency  of  the  contractor  personnel 
assigned  to  perform  this  function.  The 
termination  contracting  officer  will  sat¬ 
isfy  himself  that  such  procedures  and 
practices  are  adequate  and  competent, 
conform  to  sound  business  and  account¬ 
ing  practices,  and  properly  safeguard  the 
interests  of  the  Government.  The  ter¬ 
mination  contracting  officer  is  not  re¬ 
quired  to  obtain  approval  from  Hq  AMC 
in  those  instances  where  he  deems  it  ap¬ 
propriate  to  grant  authority  to  contrac¬ 
tors  to  conclude  settlement  with  their 
subcontractors  up  to  $2,500.  The  termi¬ 
nation  contracting  officer  will  prepare  a 
memorandum  for  the  docket  file  setting 
forth  in  detail  the  basis  for  his  determi¬ 
nation  authorizing  the  contractor  to  con¬ 
clude  settlements  with  its  subcontractors 
up  to  $2,500.  This  memorandum  will 
also  state  the  names  of  the  auditor  and 
plant  clearance  officer  who  assisted  in  the 
review,  together  with  copies  of  their 
written  reports. 

(2)  and  (3)  See  §  8.208-4(a)  (2)  and 

(3)  of  this  title. 

(4)  The  termination  contracting  of¬ 
ficer  may  authorize  the  contractor,  sub¬ 
ject  to  the  prior  written  approval  of  the 
Deputy  for  Procurement,  Hq  AMC,  to 
settle  with  its  subcontractors  when  the 
settlement  is  over  $2,500  and  not  in 
excess  of  $10,000.  This  authorization 
may  be  for  any  amount  which  the  ter¬ 
mination  contracting  officer  has  de¬ 
termined  the  contractor  is  capable  of 
settling  but  cannot  be  in  excess  of 
$10,000. 

(5)  The  contractors  written  request 
for  authorization  to  conclude  settlements 
of  subcontractors  claims  over  $2,500  and 
notin  excess  of  $10,000  will  be  submitted 
by  thq  termination  contracting  officer  for 
approval  to  Hq  AMC,  ATTN :  Deputy  Di¬ 
rector/Procurement  (MCP-1)  through 
the  Chief,  Contract  Management  Divi¬ 
sion  (MCPK).  The  termination  con¬ 
tracting  officer’s  letter  of  transmittal  will 
set  forth  in  sufficient  detail  the  reviews 
and  examinations  conducted  on  the 
points  outlined  in  (but  not  limited  to) 
subparagraph  (1)  of  this  paragraph, 
showing  the  contracting  officers  basis  for 
recommending  approval  of  the  contrac¬ 
tors  request.  The  names  of  the  auditor 
and  plant  clearance  officer  who  assisted 
ui  the  review,  together  with  copies  of 


their  written  reports  to  the  termination 
contracting  officer  shall  also  be  fur¬ 
nished.  This  information  should  be  in 
such  detail  as  to  enable  a  person  not 
familiar  with  the  contractors  operations 
to  determine  that  the  contractor  is  com¬ 
petent  and  qualified  to  conclude  settle¬ 
ments  with  its  subcontractors.  A  copy 
of  the  contractors  approved  written  pro¬ 
cedures  for  settling  subcontractors  ter¬ 
mination  claims  shall  also  be  furnished. 

(b)  Plant  clearance  provisions:  Ex¬ 
amples  A  and  B  below  are  illustrations 
of  instances  where  the  subcontractor 
has  on  hand  completed  articles  allocable 
to  the  terminated  subcontract,  disposal 
of  such  completed  articles  may  be  ac¬ 
complished  without  screening  provided 
the  total  of  the  amount  represented  by 
the  completed  articles  (at  the  subcon¬ 
tract  price)  added  to  the  termination 
settlement  does  not  exceed  the  authority 
granted  to  the  prime  contractor. 

Example  A  ($10,000  subcontract  authoriza¬ 


tion)  : 

Subcontract  termination — inventory.  $5,000 
Settlement — other  costs _  1,000 

6,000 

Completed  articles _ _  3, 000 

Total _  9,  000 

Example  B  ($6,000  subcontract  authoriza¬ 
tion)  : 

Subcontract  termination — inventory.  $2, 000 
Settlement — other  costs _  1,500 

3,500 

Completed  articles _  2, 000 

Total . . . . .  5, 500 


In  examples  A  and  B  the  total  is  less 
than  the  authorization:  the  completed 
articles  and  the  inventory  are  excepted 
from  §§  8.513-1  (a),  8.513-3  and  8.513-4 
of  this  title.  Where  the  cost  of  the  com¬ 
pleted  articles  (at  the  subcontract  price) 
when  added  to  the  amount  of  the  sub¬ 
contract  settlement  exceeds  the  contrac¬ 
tor’s  delegation  of  authority,  disposition 
of  all  such  completed  articles  is  subject 
to  all  the  provisions  of  §  8.513  of  this  title. 
See  examples  C  and  D  below: 

Example  C  ($10,000  subcontract  authoriza¬ 


tion)  : 

Subcontract  termination — inventory.  $4, 000 
Settlement — other  costs _  1, 000 

5,  000 

Completed  articles _  7,  000 

Total . . 12,000 

Example  D  ($6,000  subcontract  authoriza¬ 
tion)  : 

Subcontract  termination — inventory.  $2,  500 
Settlement — other  costs _  1,  500 

4,000 

Completed  articles _  3, 000 

Total . . . .  7,  000 

In  examples  C  and  D  the  total  is  in  ex¬ 


cess  of  the  authorization.  The  total 
value  of  the  inventory  (not  merely  the 
amount  in  excess  of  the  authorization) 
is  subject  to  all  the  provisions  of  §  8.513 
of  this  title. 

(c)  and  (d).  See  §  8.208-4  (c)  and  (d) 
of  this  title. 


(e)  Special  provisions:  The  delegation 
of  authority  under  §  8.208-4  of  this  title 
does  not  empower  a  contractor,  either 
expressly  or  by  implication,  to  grant 
similar  authority  to  its  subcontractors. 
However,  a  subcontractor  may  be 
granted  such  authority  either  by  the 
termination  contracting  officer  having 
cognizance  over  the  settlement  of  the 
applicable  terminated  prime  contract,  or 
by  a  termination  contracting  officer  lo¬ 
cated  in  the  geographical  area  of,  or  hav¬ 
ing  cognizance  over,  the  subcontractor’s 
AF  work.  In  the  latter  case,  settlements 
effected  by  a  subcontractor  will  be  ac¬ 
cepted  by  the  termination  contracting 
officer  handling  the  settlement  of  the 
applicable  terminated  prime  contract. 

It  is  recommended  that  the  authoriza¬ 
tions  to  subcontractors  be  processed  by 
the  termination  contracting  officers  lo¬ 
cated  in  the  geographical  area  of  the 
AF  subcontractor.  If  an  authorization 
has  been  granted  to  a  contractor  in  either 
of  its  capabilities  as  the  holder  of  an  AF 
prime  contract  or  as  an  AF  subcon¬ 
tractor,  it  will  be  recognized  as  appli¬ 
cable  to  settlements  effected  by  the 
contractor  in  either  of  such  capacities 
unless  otherwise  specifically  limited  in 
the  letter  of  authorization.  To  carry 
out  the  purpose  of  the  preceding  sen¬ 
tence,  the  letter  of  authorization  should 
therefore,  ordinarily,  not  be  limited  to 
specific  AF  contracts,  and  a  definite 
statement  should  be  incorporated  therein 
setting  forth  that  the  authorization  is 
applicable  to  all  of  the  contractor’s  or 
subcontractor’s  AF  prime  contracts  or 
subcontracts.  In  addition,  the  .letter  of 
authorization  will  specify  that:  (1)  It 
applies  only  to  subcontractor  termina¬ 
tion  settlements  that  are  within  the 
limits  of  the  delegation  of  authority, 
computed  according  to  §  8.101-1  of  this 
title,  (2)  the  settlement  will  be  made 
according  to  the  provisions  of  Part  8  of 
this  title  and  this  part,  (3)  the  termina¬ 
tion  inventory  will  be  disposed  of  accord¬ 
ing  to  Part  8  of  this  title  and  this  part, 
(4)  each  settlement  will  be  accompanied 
by  a  certificate  in  the  form  set  forth  in 
§  8.802  of  this  title,  and  (5)  the. Govern¬ 
ment  reserves  the  right  to  revoke  the 
authorization  at  any  time.  The  authori¬ 
zation  provided  for  in  §  8.208-4  of  this 
title  may  be  granted  to  a  contractor  to 
settle  its  terminated  subcontracts  result¬ 
ing  from  changes  made  in  the  prime  con¬ 
tract,  which  includes  changes  resulting 
from  contract  change  notifications.  A 
subcontractor  who  has  been  granted  au¬ 
thorization  under  §  8.208-4  of  this  title 
will  immediately  notify  his  upper  tier 
contractor  of  the  fact  and  will  attach 
to  and  submit  with  his  settlement  pro¬ 
posal  a  certified  true  copy  of  the  docu¬ 
ment.  Whenever  an  authorization 
granted  to  a  contractor  in  the  United 
States  under  §  8.208-4  of  this  title  has 
been  withdrawn,  a  copy  of  the  revocation 
will  be  sent  to  AMC  (MCPK). 

(f)  The  termination  contracting  of¬ 
ficer  may  delegate  the  authority  to  settle 
any  subcontract  termination  claims  re¬ 
lating  to  a  terminated  prime  contract 
being  handled  by  him,  irrespective  of  the 
amount  thereof,  to  a  contracting  officer 
having  jurisdiction  over,  or  located  at, 
the  subcontractors  facilities.  In  such 
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event,  the  subcontract  settlements  ef¬ 
fected  by  the  designated  contracting  of¬ 
ficer  will  be  accepted  as  final  and  con¬ 
clusive  by  the  termination  contracting 
officer  delegating  the  authority.  (See 
§  1008.208-7.) 

§  1008.208—7  Government  assistance  in 
settlement  of  subcontracts. 

In  certain  instances  it  might  be  ad¬ 
visable  for  the  termination  contracting 
officer  to  participate  in  the  negotiation 
settlements  between  the  prime  con¬ 
tractor  and  subcontractor;  this  would  be 
so,  particularly,  in  cases  where  large  and 
substantial  sums  are  involved.  In  addi¬ 
tion,  there  may  be  instances  where  be¬ 
cause  of  distances  involved  or  for  other 
reasons,  assistance  by  the  Government 
in  settling  the  terminated  subcontract  is 
advisable.  It  is  not  necessary  in  each 
of  these  instances  that  a  triparty  agree¬ 
ment  be  entered  into,  unless  the  con¬ 
tracting  officer  deems  it  advisable. 
Where  a  triparty  agreement  is  to  be  used 
the  form  is  set  forth  in  Subpart  H  of  this 
part. 

§  1008.208—8  Assignment  of  rights  un¬ 
der  subcontracts. 

(a)  If  the  Government  assumes  the 
direct  settlement  of  a  subcontractor 
termination  claim  under  the  assignment- 
of -rights  provision  of  the  standard  term¬ 
ination  clauses,  the  termination  con¬ 
tracting  officer  will  obtain  a  written 
assignment  from  the  contractor  in  the 
form  set  forth  in  §  1008.857.  When  the 
settlement  has  been  agreed  upon  between 
the  subcontractor  and  the  termination 
contracting  officer,  the  parties  will  enter 
into  a  bilateral  settlement  agreement 
substantially  in  the  form  set  forth  in 
§  1008.855. 

(b)  See  §  8.208-8  (b)  of  this  title. 

(c)  Procedure:  (1)  The  termination 
contracting  officer  will  send,  through 
channels,  a  letter  to  AMC  (MCPK) 
recommending  and  requesting  approval 
to  assume  the  subcontractor’s  termina¬ 
tion  claim  for  direct  settlement.  The 
contracting  officer  will  set  forth  in  the 
letter  the  pertinent  facts  relating  to  the 
claim  and  will  specify  the  reasons  relied 
upon  by  the  contracting  officer  in  recom¬ 
mending  the  assumption  for  direct  set¬ 
tlement. 

(2)  If  the  request  is  approved  by  the 
Chief,  Contract  Management  Division 
(MCPK) ,  Hq  AMC,  the  contracting  offi¬ 
cer  will  then  obtain  from  the  prime  con¬ 
tractor  an  assignment  as  set  forth  in 
§  1008.857.  In  addition,  the  contracting 
officer  should  obtain  from  the  subcon¬ 
tractor  whose  termination  claim  is  being 
assumed  by  the  Government  for  direct 
settlement  a  written  concurrence  as  set 
forth  in  §  1008.861. 

(3)  The  contracting  officer  will  then 
process  the  settlement  according  to 
normal  termination  procedures.  Upon 
settlement  of  the  termination,  the  con¬ 
tracting  officer  will  prepare  and  enter 
into  a  direct  settlement  agreement  with 
the  subcontractor  in  the  form  set  forth 
in  §  1008.855. 

(4)  If  the  subcontractor  is  located  in 
a  CMR,  other  than  that  in  which  the 
prime  contractor  is  located,  the  termina¬ 
tion  contracting  officer  administering 


the  terminated  prime  contract  may  ob¬ 
tain  the  assistance  of  the  CMR  in  whose 
jurisdiction  a  subcontractor  is  located  by 
transmitting  the  following  documents: 

(i)  Copy  of  the  prime  contract  or  sup¬ 
plemental  settlement  agreement  under 
which  the  Government  assumed  the  ob¬ 
ligation  to  settle  with  the  subcontractor. 

(ii)  Copies  of  the  prime  contractor’s 
assignment  and  the  subcontractor’s  re¬ 
quest  and/or  concurrence  for  direct 
settlement. 

(iii)  The  information  listed  in 
§  1008.208-50. 

(iv)  Designation  of  paying  finance 
officer. 

§  1008.208—50  Inter-CMR  referral  for 
negotiation. 

(a)  The  termination  contracting  offi¬ 
cer  will  obtain  the  prime  contractor’s 
consent  (see  §  8.208-7  of  this  title)  and 
prepare  in  triplicate  a  letter  of  trans¬ 
mittal  of  the  subcontract  case  for  nego¬ 
tiation.  The  letter  of  transmittal  will 
be  sent  to  the  appropriate  referral  APD 
or  AFPRO  with  information  copies  of 
the  transmittal  letter  to  the  CMR’s  hav¬ 
ing  jurisdiction  of  both  the  prime  and 
subcontractors  and  to  AMC  (MCPK). 
The  letter  of  transmittal  will  contain  the 
following  information  and  documents : 

(1)  Name  and  address  of  prime  con¬ 
tractor. 

(2)  Prime  contract  number. 

(3)  Termination  docket  number. 

(4)  Name  and  address  of  subcon¬ 
tractor. 

(5)  Copy  of  terminated  subcontract. 

(6)  Copy  of  Termination  Notice  sent 
by  prime  contractor  to  subcontractor. 

(7)  Statement  of  payments  made  for 
completed  items  and  any  other  advance 
or  partial  payments. 

(8)  Copy  of  termination  claim  filed  by 
subcontractor  if  a  claim  has  been  filed. 

(9)  Specific  detailed  reasons  in  sup¬ 
port  of  referral  for  direct  negotiation  of 
subcontractor’s  claim  by  the  Govern¬ 
ment  on  behalf  of  the  prime  contractor. 

(10)  Copy  of  correspondence  contain¬ 
ing  written  consent  given  by  the  prime 
contractor  to  direct  negotiation  on  be¬ 
half  of  the  prime  contractor  by  the  Gov¬ 
ernment  of  subcontractor’s  termination 
claim. 

(11)  Identification  of  assignees,  sure¬ 
ties,  and  guarantors  of  the  subcon¬ 
tractor. 

(12)  A  summary  of  all  prior  negotia¬ 
tions  between  the  prime  contractor  and 
the  subcontractor. 

(13)  Such  other  available  information 
as  may  be  helpful  in  negotiations  and 
processing  of  subcontractor’s  claim. 

(b)  Action  by  CMR  and/or  APD  office 
in  which  the  subcontractor  is  located: 
Upon  receipt  of  a  letter  of  transmittal 
of  a  subcontract  case  for  negotiation, 
the  chief  of  the  APD  or  the  AFPR  having 
jurisdiction  over  the  subcontractor  will 
assign  a  contracting  officer  and  any  other 
personnel  necessary  to  administer  the 
negotiation  of  the  amount  due  the 
subcontractor.  The  termination  con¬ 
tracting  officer  to  whom  the  subcontract 
is  assigned  will  have  complete  charge  of 
and  responsibility  for  handling  the  sub¬ 
contractor’s  claim  and  will  perform  the 
duties  normally  required  in  the  negotia¬ 


tion  of  the  amount  due  a  prime  con 
tractor  on  a  termination  claim.  Appro! 
priate  assistance  in  plant  clearance 
matters  will  be  furnished  by  the  office  in 
whose  jurisdiction  the  subcontractor  is 
located.  The  final  summary  of  pw 
clearance  activities  by  the  plant  clear 
ance  officer  will  be  made  directly  to  the 
contracting  officer  to  whom  the  subcon¬ 
tract  is  assigned,  instead  of  the  contract! 
ing  officer  administering  the  prime  con! 
tract.  Direct  communication  between 
the  contracting  officer  administering 
terminated  subcontract  and  the  con¬ 
tracting  officer  administering  the  ter! 
minated  prime  contract  is  authorized 

(c)  Agreement  as  to  the  amount  due 
subcontractor:  When  the  subcontractor 
and  the  contracting  officer  have  agreed 
as  to  the  amount  due  on  the  subcontrac¬ 
tor’s  termination  claim,  the  contracting 
officer  will  execute  a  certificate  in  the 
form  prescribed  in  §  1008.859  with  re¬ 
spect  to  such  agreement.  Prior  thereto 
the  proposed  settlement  will  be  reviewed! 
as  required,  by  a  settlement  review  board 
in  the  CMR  in  which  the  subcontractor 
is  located.  If  no  agreement  can  be 
reached  after  a  reasonable  period  of 
negotiation,  the  contracting  officer  will 
return  the  subcontract  file  to  the  con¬ 
tracting  officer  administering  the  termi¬ 
nated  prime  contract,  with  a  summary 
of  the  negotiations  and  the  principal 
bases  for  disagreement.  Every  reason¬ 
able  effort  should  be  made,  however,  to 
establish  the  amount  due  the  subcon¬ 
tractor  by  negotiation. 

(d)  Closing  of  case:  Upon  final  ne¬ 
gotiation  of  the  amount  due  the  sub¬ 
contractor  on  his  termination  claim,  the 
contracting  officer  will  send  the  following 
to  the  contracting  officer  administering 
the  terminated  prime  contract: 

(1)  A  copy  of  the  subcontractor’s 
termination  claim  (original  and  any 
supplements). 

(2)  A  copy  of  audit  report  of  subcon¬ 
tractor’s  termination  claim. 

(3)  A  final  summary  report  on  plant 
clearance  activities  showing  disposition 
of  termination  inventories,  Government- 
furnished  property,  etc. 

(4)  A  copy  of  the  Settlement  Memo¬ 
randum.  '■ 

(5)  Approval  of  CMR  settlement  re¬ 
view  board,  if  review  by  each  board  was 
required. 

(6)  Gross  amount  of  settlement,  dis¬ 
posal  credits,  advance  or  partial  pay¬ 
ments,  and  net  amount  to  be  paid  to 
subcontractor. 

(7)  Completed  certificate  as  pre¬ 
scribed  in  §  1008.860. 

(e)  Payment:  Payment  in  inter-refer¬ 
ral  cases  will  be  made  through  the  prime 
contractor  just  as  in  any  other  termi¬ 
nation  subcontract  settlement  subject 
to  any  right  of  set-off  which  the  prime 
contractor  may  have  against  the  sub¬ 
contractor. 

(f)  Common  subcontractors:  The 
procedures  in  paragraphs  (a)  to  (e)  of 
this  section  may  be  used  with  respect  to 
any  subcontractor  who  is  ascertained 
by  the  cognizant  chief,  APD,  to  be  a 
common  subcontractor  for  substantially 
the  same  material  under  more  than  one 
unsettled  terminated  prime  contract. 
Normally,  such  a  situation  will  come  to 
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thP  attention  of  the  chief,  APD,  through 
own  readjustment  personnel.  In 
n»ch  a  case,  whether  before  or  after 
S  ference  of  a  subcontractor’s  claim 
mder  a  single  prime  contract,  the  chief, 
apD  under  whose  jurisdiction  the  sub- 
rtuitractor  is  located  may  suggest  that 
the  action  set  forth  in  the  preceding 
oaragraphs  be  initiated.  The  procedure 
outlined  in  this  paragraph  may  be  fol¬ 
lowed  in  determining  the  overall  amount 
due  the  common  subcontractor  by  the 
several  prime  contractors.  The  amount 
due  should  then  be  allocated  by  the  con¬ 
tracting  officer  administering  the  nego¬ 
tiation  of  the  sums  due  the  subcontrac¬ 
tor  on  an  equitable  basis  among  the 
prime  contractors.  In  such  cases  ap¬ 
propriate  assistance  in  plant  clearance 
matters  will  be  furnished  by  the  APD  in 
whose  jurisdiction  the  subcontractor  is 
located. 

§  1008.209  Settlement  agreements. 

§  1008.209-1  General. 

Settlement  agreement  forms  relating 
to  the  settlement  of  a  direct  settlement 
with  a  subcontractor,  settlement  of  re¬ 
servations,  settlement  of  two  or  more 
claims  in  one  agreement,  settlement  of 
CPPP  partial  terminations,  and  settle¬ 
ment  of  a  partial  termination  of  a  let¬ 
ter  facility  contract  are  set  forth  in  Sub- 
part  H  of  this  part. 

§  1008.209-2  Excepted  items. 

9  $ 

When  an  item  is  excluded  from  the 

settlement  agreement  and  is  settled  at  a 
later  date  the  parties  are  required  under 
the  provision  of  §  8.209-2  of  this  title  to 
enter  into  another  and  separate  settle¬ 
ment  agreement.  A  short  form  of  such 
settlement  agreement  which  may  be 
used  in  most  cases  is  set  forth  in 
}  1008.856  under  “Settlement  of  Reserva¬ 
tions." 

§  1008.209—4  No-cost  settlement. 

(a)  See  §  8.209-4  (a)  of  this  title. 

(b)  Under  a  terminated  cost  type  con¬ 
tract,  without  fixed  fee,  if  the  contrac¬ 
tor  elects  to  cost  out  on  “1034”  vouchers 
no  settlement  agreement  will  be  required. 
However,  when  the  final  cost  voucher  is 
submitted  a  release  should  be  obtained 
from  the  contractor. 

§  1008.209—6  Joint  settlement  of  two  or 
more  claims. 

The  consolidation  of  two  or  more  ter¬ 
mination  dockets  under  the  same  con¬ 
tract  or  separate  contracts,  will  not  re¬ 
sult  in  the  closing  of  any  dockets  for 
record  purposes,  until  the  execution  of 
a  termination  supplemental  agreement 
or  amendment. 

§  1008.209—7  Settlement  by  determina¬ 
tion. 

(a)  General.  In  rendering  a  deter¬ 
mination  settlement,  where  it  is  appar¬ 
ent  that  the  contractor  would  have  in¬ 
curred  a  loss  on  the  entire  contract  had 
it  been  completed,  the  allowable  costs 
will  be  appropriately  reduced  and  no 
profit  whatsoever  will  be  allowed.  Thus, 
regardless  of  whether  the  settlement  is 
to  be  arrived  at  by  agreement,  or  by  de¬ 
termination,  there  will  be,  in  the  case 
of  a  loss  contract,  an  adjustment  to  re- 
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fleet  the  indicated  rate  of  loss.  (See 
§  8.304  of  this  title.)  Prior  to  rendering 
a  written  determination  the  termination 
contracting  officer  will  comply  with  the 
provisions  of  §  1054.503-2  of  this  chapter 
by  sending  the  proposed  findings  to  the 
Staff  Judge  Advocate,  Hq  AMC,  through 
AMC  (MCPKT)f 

(b)  Notice  to  contractor.  In  addition 
to  sending  the  required  signed  copy  to 
the  contractor,  the  termination  con¬ 
tracting  officer  will  promptly  send  one 
signed  copy  of  the  determination  and 
findings  to  AMC  (MCPKT) . 

(c) -(e)  See  §  8.209-6  (c)-(e)  of  this 
title. 

(f)  Appeals.  Upon  expiration  of  the 
time  specified  in  the  Disputes  clause  of 
the  contract,  or  in  applicable  laws  and 
regulations,  for  filing  an  appeal  or  upon 
final  decision  by  the  appeal  authority  if 
a  timely  appeal  is  filed,  the  termination 
contracting  officer  will: 

(1)  Prepare  an  appropriate  cover 
sheet  to  reflect  the  necessary  fiscal  in¬ 
formation. 

(2)  Distribute,  with  the  cover  page  at¬ 
tached,  additional  copies  of  the  findings 
and  decision,  or  of  the  amended  findings 
and  decision,  in  the  same  manner  and 
to  the  same  extent  as  is  required  of  ter¬ 
mination  supplemental  agreements. 

For  appeal  of  Determination  and  Find¬ 
ings  see  Subpart  E,  Part  1054  of  this 
chapter  for  preparation  and  procedure. 

§  1008.209—50  Claims  in  favor  of  the 
Government. 

Prior  to  the  execution  of  a  termination 
supplemental  settlement  agreement,  the 
termination  contracting  officer  must  be 
satisfied  that  no  claim  exists  in  favor  of 
the  Government  which  would  be  un¬ 
intentionally  released  under  the  provi¬ 
sions  of  the  agreement.  It  will  be 
deemed  that  due  inquiry  has  been  made 
if  the  finance  officer  is  consulted  as  to  the 
existence  of  unliquidated  advance, 
progress,  partial  payments  made  under 
the  terminated  contract,  the  proouring 
contracting  officer,  the  administrative 
contracting  officer,  the  property  adminis¬ 
trator  administering  the  contract  are 
consulted  as  to  the  existence  of  any 
claims  for  loss,  destruction,  or  damage 
to  Government  property,  or  for  any  other 
cause  known  to  such  officers.  Termi¬ 
nation  docket  files  should  reflect  that 
such  inquiry  has  been  accomplished  by 
the  termination  contracting  officer. 

§  1008.209—51  Processing  of  negotiated 
termination  settlements. 

(a)  Scope.  This  section  establishes 
policies,  procedures,  and  responsibilities 
for  processing  documents  prepared  as  a 
result  of  the  termination  of  contracts 
for  the  convenience  of  the  Government. 

(b)  Applicability.  This  section  ap¬ 
plies  to  all  AF  procurement  field  organi¬ 
zations  responsible  for  processing  docu¬ 
ments  which  arise  as  the  result  of  com¬ 
plete  or  partial  termination  of  contracts 
terminated  for  the  convenience  of  the 
Government  where  the  contracts  were 
written  or  administered  by  the  Mr  Force 
within  the  continental  United  States 
except: 

(1)  Contracts  written,  administered, 
or  terminated  by  Rome  Air  Development 


Center  or  Air  Force  Cambridge  Research 
Center. 

(2)  Local  purchase  or  AMC  depot  ac¬ 
tivities  who  effect  settlement  of  contracts 
•terminated  for  the  convenience  of  the 
Government  whiSh  are  not  assigned  to  a 
CMR  for  settlement. 

(c)  Responsibilities.  Termination 
supplemental  settlement  agreements  or' 
amendments  written  to  evidence  termi¬ 
nation  settlements  will  be  prepared  in 
the  office  administering  the  termination 
case,  unless  otherwise  designated  by  the 
Chief,  Contract  Management  Division 
(MCPK) ,  Hq  AMC,  or  the  CMR  com¬ 
mander  concerned  and  will  be  executed 
by  the  assigned  termination  contracting 
officer. 

(d)  Review  by  legal  personnel.  The 
Chief,  MCPK,  Hq  AMC,  and  the  CMR 
commanders  will  provide  for  review  by 
qualified  legal  personnel  of  all  termina¬ 
tion  supplemental  settlement  agreements 
or  amendments  written  in  their  respec¬ 
tive  jurisdiction. 

§  1008.209—52  Report  of  litigation. 

Contracting  officers  will  report  the 
filing  of  litigation  in  connection  with 
terminated  contracts. 

§  1008.209—53  Closing  and  distribution. 

(a)  Closing.  Termination  cases  will 
be  closed,  upon  final  execution  of  the 
termination  supplemental  settlement 
agreements  or  amendments,  after  deter¬ 
mination  by  qualified  legal  personnel  in 
the  CMR  or  offices  thereunder  that  the 
agreement  is  legally  sufficient.  After 
execution  of  the  termination  supple¬ 
mental  agreement,  AFPI  Form  50,  “Con¬ 
tract  Termination  Status  Report,"  will 
be  promptly  prepared  and  forwarded, 
according  to  §  1008.205-52,  with  the 
agreement. 

(b)  Distribution.  The  termination 
contracting  officer  will  make  immediate 
distribution  of  termination  supplemental 
settlement  agreements  or  amendments 
by  forwarding  one  signed  copy  of  the 
agreement  to  the  contractor,  one  signed 
copy  to  the  appropriate  docket  file,  one 
signed  and  one  authenticated  copy  to  the 
paying  accounting  and  finance  office  (s) 
and  one  authenticated  copy  to  each  ac¬ 
counting  and  finance  office  whose  funds 
are  cited  in  the  contract  if  different  than 
the  paying  office.  The  TCO  will  also 
send  three  signed  and  one  authenticated 
copy  of  the  agreement  and  the  repro¬ 
ducible  master  of  same  to  the  contract 
distribution  office  at  the  cognizant  AMA, 
AF  depot,  AMC  center,  or  the  purchasing 
installation  for  reproduction  and  com¬ 
pletion  of  nora^al  distribution.  One 
authenticated  copy  of  the  agreement,  to¬ 
gether  with  a  copy  of  the  settlement 
memorandum,  will  be  sent  to  AMC 
(MCPKT). 

§  1008.210  Contracting  officer's  negotia¬ 
tion  memorandum. 

(a)  The  settlement  memorandum, 
which  is  required  for  every  settlement 
regardless  of  the  amount  involved,  will 
be  prepared  in  such  a  manner  that 
standing  alone  it  will  impart  to  any  re¬ 
viewing  authority  a  complete  narrative 
summary  of  the  termination  settlement. 
Outlines  for  Fixed-Price  and  Cost-Plus- 
Fixed-Fee  Settlement  Memorandum  set 
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forth  in  §§  1008.862  and  1008.863  respec¬ 
tively,  are  intended  as  guides  and  are  not 
intended  to  be  inflexible. 

(b)  If  a  lump-sum  settlement  has 
been  negotiated,  the  settlement  memo¬ 
randum  will  set  forth  in  narrative  form 
the  various  factors  considered  by  the 
termination  contracting  officer  as  to 
each  element  of  the  claim  and  indicate 
generally  the  extent  to  which  the  con¬ 
tracting  officer  considered  the  item  in  de¬ 
termining  the  amount  of  the  lump  sum 
settlement.  If  it  was  agreed  that  any 
item  was  disallowed  completely,  that 
should  be  indicated.  It  is  not  necessary, 
however,  that  a  specific  amount  for  each 
element  be  stated  unless  the  negotiation 
resulted  in  agreements  for  individual 
elements  of  the  settlement  proposal. 

(c)  If  the  negotiated  settlement  was 
agreed  upon  on  an  item-by-item  basis, 
the  termination  contracting  officer  will 
set  forth  the  specific  amounts  allowed 
and  disallowed  for  each  item  of  the  claim 
as  well  as  a  narrative  explanation  of  the 
factors  considered. 

(d)  Exhibits  to  negotiation  memoran¬ 
dum  shall  not  serve  as  a  substitute  for 
factual  information  which  should  be  con¬ 
tained  in  the  settlement  memorandum, 
but  rather  as  a  substantiation  thereof. 

§  1008.211  Review  and  approval  of  pro¬ 
posed  settlements. 

§  1008.211—1  Settlement  review  boards. 

(a)  The  authority  to  establish  settle¬ 
ment  review  boards  according  to  the  pro¬ 
visions  of  §  8.211-1  of  this  title  has  been 
delegated  by  the  Commander,  AMC,  to 
the  Director  of  Procurement  and  Pro¬ 
duction,  Hq  AMC,  who  has  further  dele¬ 
gated  the  authority,  without  power  of 
redelegation  to: 

(1)  Deputy  Directors  of  Procurement 
and  Production,  Hq  AMC. 

(2)  [Reserved] 

(3)  Chief  and  Deputy  Chief,  Contract 
Management  Division,  Directorate  of 
Procurement  and  Production,  Hq  AMC. 

(4)  Commanders  and  Vice  Command¬ 
ers  of  oversea  commands.  (As  used 
herein  the  term  “oversea  commands”  in¬ 
cludes  major  air  commands  located  in 
territories  and  possessions  of  the  United 
States  as  well  as  those  in  foreign 
countries.) 

(5)  Commander  and  Deputy  Com¬ 
mander,  Air  Materiel  Force,  Pacific  Area 
(AMFPA) .  Pursuant  to  §  8.211-2  of  this 
title,  AMFPA  settlements  over  $1,000,000 
will  be  sent,  after  approval  by  AMFPA 
to  the  Settlement  Review  Board,  Hq 
AMC,  for  further  review  and  approval  or 
disapproval. 

(6)  Commander  and  Deputy  Com¬ 
mander,  Air  Materiel  Force  European 
Area  (AMFEA).  Pursuant  to  §8.211-2 
of  this  title,  AMFEA  settlements  over 
$1,000,000  will  be  sent  after  approval  by 
AMFEA,  to  the  Settlement  Review 
Board,  Hq  AMC,  for  further  review  and 
approval  or  disapproval. 

(b)  Appointment  of  settlement  review 
boards:  (1)  The  Chief,  MCPK,  Hq  AMC, 
will  appoint  members  of  the  board  at 
Hq  AMC. 

(2)  Written  nominations  of  members 
of  the  CMR  boards  will  be  submitted  by 
the  CMR  commanders  to  the  Chief, 
MCPK,  Hq  AMC.  A  brief  but  thorough 


resume  of  the  qualifications  of  each 
nominee  will  accompany  the  nomina¬ 
tions.  The  CMR  commander  may  nom¬ 
inate  such  boards  within  his  CMR  as  he 
deems  desirable. 

(3)  The  chiefs  of  APD’s  and  AFPRO’s 
will  submit  written  nominations  of  board 
members  to  the  CMR  dbmmander.  If  he 
deems  it  necessary,  the  CMR  commander 
will  forward  these  nominations  with  his 
recommendation  to  the  Chief,  MCPK, 
Hq  AMC. 

(4)  The  nominations  and  special  or¬ 
ders  appointing  members  to  the  boards 
will  designate,  in  each  instance,  the 
chairman,  vice  chairman,  and  recorder, 
and  will  indicate  whether  the  recorder 
may  vote. 

(5)  The  accounting  member  and  al¬ 
ternate,  whenever  feasible,  will  be  from 
the  Office  of  the  Auditor  General.  The 
nominations  and  special  orders  appoint¬ 
ing  the  board  will  recite  that  the  selec¬ 
tion  of  personnel  from  the  Office  of  the 
Auditor  General  has  been  coordinated 
with  the  Auditor  General. 

§  1008.211—2  Required  review  and  ap¬ 
proval. 

(a)  When  required  a  board  may  con¬ 
sider  and  act  upon  any  or  all  matters 
within  its  jurisdiction,  previously  pre¬ 
sented  to  any  defective  or  invalid  board 
or  any  valid  board  which  it  may  succeed. 
A  board  may  correct  any  defective  pro¬ 
ceedings  or  records  upon  matters  within 
its  jurisdiction  previously  submitted  to 
any  defective  or  invalid  board  and  may 
correct  any  defective  proceedings  or  rec¬ 
ords  previously  submitted  to  a  valid 
board  which  it  has  succeeded. 

(1)  Because  of  distances  between  the 
CMR’s,  APD’s,  and  AFPRO’s,  and  CMR 
commanders  may  agree  upon  and  desig¬ 
nate  an  established  board  not  located 
yuthin  the  contract  administration  area 
of  the  CMR  having  responsibility  for  the 
settlement  to  review  the  proposed  settle¬ 
ment  of  a  contractor  located  near  such 
board  though  not  within  such  board’s 
contract  administration  area. 

(2)  (i)  Fixed  lee.  When  the  settle¬ 
ment  is  limited  to  the  adjustment  of  the 
fixed  fee,  and  the  total  amount  of  the 
fixed  fee  as  adjusted  is  $25,000  or  more, 
the  matter  will  be  submitted  for  review 
and  approval  to  a  settlement  review 
board.  In  arriving  at  the  amount  which 
represents  the  adjusted  fixed  fee,  the 
progress  fixed-fee  payments  made  prior 
to  the  termination  will  not  be  deducted. 

(ii)  Partial  terminations.  (a)  In 
handling  the  settlement  of  a  partial  ter¬ 
mination  of  cost-type  contracts,  refer¬ 
ence  should  be  made  to  §  8.406  of  this 
title.  Generally  such  terminations  will 
result  in  a  reduction  of  the  overall  esti¬ 
mated  cost  as  well  as  an  adjustment  of 
the  fixed  fee  relating  to  the  terminated 
portion  of  the  contract.  If  a  separate 
fixed  fee  for  the  terminated  portion  is 
not  stated  separately  in  the  contract, 
the  allocable  portion  of  the  fixed  fee 
should  be  estimated.  Where  the  amount 
of  the  fixed  fee  relating  to  the  termi¬ 
nated  portion  of  the  contract,  which  is 
to  be  retained  by  the  contractor  for  work 
performed,  is  $25,000  or  more,  the  matter 
will  be  submitted  for  review  and  approval 
to  a  settlement  review  board. 


(b)  Where  there  is  a  partial  terrain, 
tion  and  a  written  determination  is  mart 
by  the  Contracting  Officer  that  the  cos/ 
pertaining  to  the  terminated  portion  arc 
pursuant  to  §  8.406(a)  of  this  title 
clearly  severable,  the  settlement  may  / 
limited  to  an  adjustment  of  the  fixed  fe 
or  may  include  costs  and  fixed  fee.  Th! 
policies  set  forth  in  the  preceding  sub 
paragraphs  relating  to  settlement  re. 
view  boards  will  be  applicable  whether 
the  settlement  is  limited  to  an  adjust¬ 
ment  of  the  fixed  fee  or  includes  cosh 
and  fixed  fee. 

(3)  and  (4)  See  §  8.211-2(a)  (3)  and 
(4)  of  this  title. 

(5)  Subcontractor  settlements.  The 
same  review  and  approval  by  a  settle- 
ment  review  board  is  required  in  connec¬ 
tion  with  subcontract  termination  settle¬ 
ment  as  for  prime  contracts.  If  a  prime 
contractor  holding  a  cost-reimbursement 
type  contract  elects  to  voucher  out  costs 
termination  settlements  with  its  subcon¬ 
tractors  are  subject  to  settlement  review 
board  review  and  approval  if  the  settle¬ 
ment  requires  payment  of  $25,000  or 
more,  as  computed  according  to  §  8.101-1 
of  this  title.  Such  action  should  be  taken 
prior  to  approval  of  any  Standard  Form 
1034  vouchers  containing  such  costs. 

The  board  at  Hq  AMC  has  original  and 
concurrent  jurisdiction  over  all  settle¬ 
ments  where  necessary  as  well  as  over 
settlements  according  to  §  8.211-2  of  this 
title.  Settlements  in  excess  of  $1,000,000 
will  be  forwarded  by  the  board  at  the 


CMR,  APD,  AFPRO,  AMFEA,  or  AMFPA 
with  the  written  minutes  and  certificates 
of  the  recorder  to  Hq  AMC  Settlement 
Review  Board,  Attn:  Recorder,  for  re¬ 
view,  consideration,  approval  or  disap¬ 
proval,  and  such  other  action  as  may  be 
deemed  necessary. 

(b)  Submission  of  information:  The 
termination  contracting  officer  will  fur¬ 
nish  a  minimum  of  five  copies  of  support¬ 
ing  papers  and  related  documents  called 
for  in  §  8.21 1-2 (b)  of  this  title.  Every 
settlement  memorandum  and  supporting 
documents  submitted  by  the  TCO  will  be 
mailed  to  the  attention  of  the  recorder, 
or  delivered  to  the  recorder.  The  date 
of  receipt  by  the  recorder  will  be  consid¬ 
ered  the  date  of  submission.  The  TCO 
will  appear  before  the  board  when  his 
presence  is  desired. 


§  1008.211—3  Scope  of  review. 

A  board  will  not  act  on  any  matter 
prior  to  24  hours  after  distribution  of 
memorandum  copies  to  members,  except 
in  extremely  urgent  cases.  The  presence 
of  special  advisers  to  the  board  of  Gov¬ 
ernment  personnel,  or  of  contractor’s 
representatives  will  be  within  the  discre¬ 
tion  of  the  particular  board,  unless  the 
appointing  authority  directs  otherwise. 

§  1008.211—4  Action  by  board. 

(a)  Three  members  of  the  board  will 
constitute  a  quorum.  The  board  may  act 
by  a  majority  of  members  present./  The 
chairman  will  call  the  meetings  of  the 
board. 

(b)  Minutes  will  be  prepared  for  each 
meeting,  signed  by  the  chairman  and  re¬ 
corder,  and  will  contain  at  least  the  fol¬ 
lowing  : 

(1)  The  number  and  date  of  the  order 
appointing  the  board. 


Saturday ,  May  27,  1961 

,«)  The  meeting  place  and  time. 

3)  The  contract  number  and  termi¬ 
nation  docket  number  or  engineering 
rhange  order  number,  if  applicable. 

C°(4)  The  names  of  members  present 
nd  absent,  and  the  designation  of  mem¬ 
bers  acting  as  chairman  and  recorder. 

(5)  The  name  of  the  TCO  requesting 
action  by  the  board. 

(6)  A  resume  of  the  discussion  of  the 

c*^j  Where  it  is  deemed  appropriate,  a 
listing  and  identification  of  documents 
(to  addition  to  those  attached  to  the 
settlement  memorandum  as  exhibits), 
which  were  examined  by  the  board. 
These  documents  need  not  be  attached 
to  the  minutes  as  exhibits. 

(8)  A  copy  of  the  settlement  memo¬ 
randum. 

(9)  The  decision  or  action  of  the 
board. 

(c)  A  Settlement  or  determination  in 
excess  of  $1,000,000  after  approval  by  a 
board  at  the  CMR,  APD,  AFPRO, 
AMFEA,  or  AMFPA,  will  be  sent  to  AMC 
(MCPK) ,  and  will  include  the  following 
documents: 

(1)  A  copy  of  the  settlement  memo¬ 
randum. 

(2)  The  auditor’s  report. 

(3)  The  minutes  of  the  meeting  of  the 
board  and  a  copy  of  the  recorder’s  cer¬ 
tificate. 

(4)  Where  final  approval  of  the  Hq 
AMC  board  is  necessary  because  the  pro¬ 
posed  settlement  is  in  excess  of  $1,000,000, 
the  CMR,  AMFEA,  and  AMFPA  board 
will  send,  in  addition  to  the  documents 
enumerated  above,  five  copies  of  the 
minutes  and  supporting  documents  of 
such  lower  board  to  the  Commander, 
AMC,  Attn:  AMC  Settlement  Review 
Board,  for  final  approval  of  the  proposed 
settlement. 

(d)  Authority  of  contracting  officer  to 
proceed:  If  a  proposed  negotiated  settle¬ 
ment  is  disapproved  by  the  cognizant 
settlement  review  board,  the  TCO  will 
thereafter  renegotiate  a  settlement 
which  may  be  submitted  for  approval. 
In  the  event  of  his  inability  to  negotiate 
satisfactory  settlement,  he  will  render 
findings  and  effect  a  settlement  by  de¬ 
termination. 

(e)  Responsibilities  of  the  recorder: 
The  recorder  of  the  board  will : 

(1)  Notify  the  Chairman  promptly 
upon  receipt  of  each  settlement  memo¬ 
randum  and  will  distribute  immediately 
a  copy  to  each  member  and  alternate. 

(2V  Incorporate  in  the  minutes  of  the 
board  in  addition  to  the  material  re¬ 
quired  by  paragraph  (b)  of  this  para¬ 
graph  the  following: 

(i)  Questions  raised  by  members. 

(ii)  Substance  of  the  discussion. 

(iii)  A  comprehensive  report  of  the 
proceedings  indicating  the  extent  to 
which  a  review  of  the  case  was  made 
by  the  board.  Such  report  may  be  in 
narrative  form  and  need  not  be  a  steno¬ 
graphic  transcript  of  the  proceedings. 
The  minutes  should  state  clearly  the 
questions  raised  by  members  of  the 
board,  the  resolution  of  the  questions, 
the  reasons  in  support  thereof,  and  the 
essentials  of  discussion,  setting  forth 
areas  of  agreement  and  disagreement. 
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(3)  Notify  the  TCO  promptly  in  writ¬ 
ing  of  approval  (or  disapproval  with 
recommendations)  in  the  form  of  a  cer¬ 
tificate  together  with  copies  of  the 
minutes  of  the  meeting. 

(4)  Maintain  a  separate  record  of 
each  case  submitted.  This  record  will 
show  the  following,  where  applicable: 

(i)  The  date  of  receipt. 

(ii)  The  contractor’s  name  and  ad¬ 
dress. 

(iii)  The  contract  number. 

(iv)  The  termination  docket  or  en¬ 
gineering  change  order  number. 

(v)  A  statement  of  the  action  taken. 

(vi)  The  date  such  action  was  taken. 

(vii)  The  date  the  TCO  was  notified. 

(5)  Maintain  signed  copies  of  ^the 
minutes  and  certificate  of  the  recorder 
properly  indexed  in  the  permanent  rec¬ 
ords  of  the  board. 

§  1008.212  Payment. 

§  1008.212—1  Partial  payments  upon 
termination. 

(a)  General:  See  §8.212-l(a)  of 
this  title. 

(b)  In  arriving  at  a  decision  as  to 
whether  an  accounting  review  should  be 
made  in  connection  with  a  contractor’s 
application  for  partial  payment,  the 
termination  contracting  officer  should 
consider  such  factors  as  past  Govern¬ 
ment  experience  with  the  contractor, 
essentiality  of  the  contractor  in  relation 
to  the  AF  procurements,  reasonableness 
of  the  requested  partial  payment  in  the 
light  of  all  the  facts  and  circumstances 
and  the  financial  status  of  the  con¬ 
tractor. 

(c)  Recognition  of  assignments:  See 
§  8.212-1  (c)  of  this  title. 

(d)  Security  for  partial  payments: 
Generally  the  Government  should  take 
title  to  any  property  when  a  partial  pay¬ 
ment  is  made  to  the  contractor.  In  such 
instances,  a  written  transfer  of  title  from 
the  contractor  to  the  Government  of  the 
property,  free  and  clear  of  any  and  all 
encumbrances  thereon,  will  be  obtained. 
Where  the  termination  contracting  offi¬ 
cer  deems  it  in  the  best  interest  of  the 
Government  not  to  accept  title  upon 
the  making  of  a  partial  payment  to  the 
contractor,  a  form  of  lien  as  set  forth  in 
§  1008.857  will  be  obtained  from  the  con¬ 
tractor  as  security  for  the  partial  pay¬ 
ment. 

(e)  Deductions  in  computing  amount 
of  partial  payment:  Whenever  any  prop¬ 
erty,  upon  which  the  Government  has 
title  or  a  lien  by  virtue  of  a  partial  pay¬ 
ment,  is  disposed  of  by  a  contractor 
pursuant  to  authorization  therefor  by  the 
termination  contracting  officer,  the  pro¬ 
ceeds  received  or  derived  from  such  dis¬ 
posal  will  be  immediately  credited  to,  or 
turned  over  to,  the  Government  in  the 
manner  directed  by  the  contracting 
officer. 

(f)  Limitation  on  total  amount:  effect 
of  overpayment:  See  §  8.212-1  (f)  of  this 
title. 

(g)  Certification  and  approval  of 
partial  payments:  In  addition  to  the  pro¬ 
vision  set  forth  in  Subchapter  A,  Chapter 
1  of  this  title,  the  termination  docket 
number  will  be  included  on  the  voucher 
or  invoice.  This  can  be  listed  imme¬ 
diately  after  the  contract  number. 


§  1008.212—2  Final  payment. 

(a)  Negotiated  settlement.  The  con¬ 
tractor  will  be  required  to  accomplish 
the  following  certificate  on  the  Standard 
Form  1034  voucher  for  payment  under  a 
settlement  agreement:  “I  certify  that  the 
above  bill  is  correct  and  just  and  that 
payment  therefor  has  not  been  received.” 
The  certification  will  be  made  by  a  duly 
authorized  official  of  the  contractor. 

(1)  Under  the  description  “Articles  or 

Services”  on  the  face  of  the  Standard 
Form  1034  voucher,  the  termination  con¬ 
tracting  officer  (TCO)  will  insert:  “Pay-  ( 
ment  in  full  in  accordance  with  the  at¬ 
tached  Supplemental  Settlement  Agree¬ 
ment  No. _ to  Contract  No. - - 

Docket  No. _ ”  If  title  to  property 

is  being  taken  by  the  Government 
through  the  settlement  agreement,  the 
following  statement  will  also  be  in¬ 
serted:  “Acquisition  of  property  by  the 
Government  is  involved.  The  Property 

Account  No. _ ”  If  no  property  is 

involved  or  title  thereto  was  taken  by 
the  Government  prior  to  the  execution 
of  the  settlement  agreement,  the  follow¬ 
ing  provision  will  be  inserted:  “Acquisi¬ 
tion  of  property  by  the  Government  is 
not  involved.”  The  administrative  cer¬ 
tificate  to  be  completed  by  the  TCO  on 
the  face  of  the  voucher  will  be  lined  out 
and  the  words  “Certificates  on  Reverse 
Hereof”  substituted.  The  TCO  will  ac¬ 
complish  the  following  certification  in 
lieu  of  the  above  deletion:  “Pursuant  to 
authority  vested  in  me,  I  certify  that 
the  within  payment  is  due  and  payable 
under  the  terms  of  the  attached  Supple¬ 
mental  Settlement  Agreement  No - 

and  that  title  to  all  property,  if  any,  was 
transferred.”  The  following  additional 
statement  will  be  inserted  below  the  con¬ 
tracting  officer’s  certification  and  on  the 
same  line  as  his  signature.  “Payment  in 
the  amount  of  $ - approved.” 

(2)  When  invoices  are  submitted  with 
Standard  Form  1034,  the  TCO  will  be  re¬ 
sponsible  for  obtaining  the  original  and 
three  properly  certified  copies  of  the 
contractor’s  invoice;  the  original  and 
two  copies  will  be  attached  to  the  Stand¬ 
ard  Form  1034  and  the  one  will  be  filed 
in  the  docket  file.  The  original  and  four 
copies  of  Standard  Form  i034  will  be 
prepared  and  certified  by  the  TCO  for 
submission  to  the  accounting  and  finance' 
officer  along  with  the  executed  termina¬ 
tion  supplemental  settlement  agreement 
and  the  above  invoices.  One  copy  of 
Standard  Form  1034  will  contain  the 
TCO’s  name  and  mailing  address  so  that 
after  payment  it  may  be  so  noted  and 
returned  to  the  accounting  and  finance 
officer. 

(3)  When  Standard  Form  1034  is  used 
for  payment,  when  contractors  use 
Standard  Form  1034  without  invoices 
being  attached,  the  items  for  which  pay¬ 
ment  is  sought  must  be  properly  identi¬ 
fied  and  the  contractor  must  accomplish 
the  certificate  set  forth  on  the  form. 
The  TCO  must  also  certify  the  voucher. 
The  original  and  four  copies  of  Standard 
Form  1034  will  be  prepared;  one  copy 
will  contain  the  TCO’s  name  and  mail¬ 
ing  address  so  that  after  payment,  it 
may  be  so  noted  and  returned  by  the 
accounting  and  finance  officer. 
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(b)  Settlement  by  determination. 

(1)  A  provision  should  be  included  in 
the  voucher  setting  forth  that  the 
amount  of  the  payment  was  determined 
under  the  “Disputes  Clause”  of  the 
contract. 

(2)  The  Standard  Form  1034  voucher 
for  final  payment  under  a  determination 
from  which  an  appeal  has  been  taken 
and  decided  should  contain  substantially 
the  following  statement: 

The  payment  covered  by  this  voucher  is 
a  full  and  final  payment  of  the  amount  due 
the  Contractor  for  its  termination  claim 

under  contract  No.  _  as  determined 

pursuant  to  the  “Disputes”  clause  of  the 
contract  by  the  Armed  Services  Board  of 
Contract  Appeals  in  its  decision  dated 
_ _  ASBCA  Case  No. _ 

Copies  of  the  TCO’s  written  determina¬ 
tion  and  the  decision  of  the  appeals 
board  will  be  attached  to  the  voucher. 
An  appropriate  cover  sheet  containing 
necessary  information  and  financial  data 
will  be  prepared  by  the  TCO  and  at¬ 
tached  to  his  determination.  The  TCO’s 
certification  referred  to  in  §  8.212-1  (g) 
of  this  title  will  be  modified  to  show  that 
the  payment  is  certified  according  to  the 
determination.  If  the  TCO  approved 
payment  pending  determination  of  an 
appeal,  the  voucher  will  contain  sub¬ 
stantially  the  following  statement: 

The  payment  covered  by  this  voucher  is 
made  pursuant  to  Armed  Services  Procure¬ 
ment  Instruction  8-212.1  (a)  in  connection 
with  the  contractor’s  termination  claim  un¬ 
der  Contract  No. _ as  determined  by 

the  Department  of  the  Air  Force  in  the 
attached  Findings  and  Determination  dated 
The  payment  provided  for 
herein  shall  be  made  without  prejudice  to 
the  rights  of  either  the  Government  or  the 
contractor  by  reason  of  the  appeal  filed  by 
the  contractor  with  the  Armed  Services  Board 
of  Contract  Appeals.  If  the  aforesaid  Board 
or  any  court  of  competent  jurisdiction  deter¬ 
mines  finally  that  the  payment  provided 
for  herein  is  the  total  amount  due  the  con¬ 
tractor,  such  payment  shall  be  deemed  to 
constitute  final  and  full  payment  to  the  con¬ 
tractor;  otherwise,  it  shall  be  deemed  to  con¬ 
stitute  a  partial  or  over  payment  of  the 
amount  due  the  contractor.  If  his  payment, 
together  with  all  other  payments  made  on 
such  claim  is  determined  finally  by  the 
aforesaid  Board  or  any  court  of  competent 
Jurisdiction  to  exceed  the  amount  finally 
payable  to  the  contractor  on  such  claim,  the 
contractor  agrees  to  repay  the  excess  amount 
to  the  Government  on  demand. 

The  certificate  of  the  contractor  on  the 
face  of  the  voucher  will  be  amended  to 
read  as  follows:  “I  certify  that  payment 
of  the  above  bill  has  not  been  received 
and  hereby  consent  and  agree  to  the 
provisions  contained  in  the  above  state¬ 
ment  for  payment.”  The  certification  of 
the  TCO  referred  to  in  §  8.212-1  (g)  of 
this  title  will  be  modified  to  fit  the  cir¬ 
cumstances.  (See  §  1008.209.) 

(c)  Interest.  See  §  8.212-2  (c)  of  this 
title. 

(d)  Determination  of  credits  and  re¬ 
lease  of  funds — (1)  Determination  of 
credits.  Upon  receipt  of  the  distribution 
copy  of  the  final  termination  supplemen¬ 
tal  settlement  agreement  or  amendment 
and  a  copy  of  the  voucher  from  the  fi¬ 
nance  officer,  the  accounting  and  finance 
division  of  the  activity  concerned  will 
determine  the  exact  amount  of  funds  to 
be  released.  The  accounting  and  finance 


division  will  further  determine  the  dis¬ 
tribution  among  the  allotments  cited  in 
the  contract  of  credits  resulting  from  the 
reduction  in  contract  price  effected  by 
the  settlement.  If,  however,  the  settle¬ 
ment  has  resulted  in  an  increase  in  the 
contract  price  and  the  additional  funds 
obligated  to  liquidate  the  increase  was 
more  than  the  sum  required,  the  ac¬ 
counting  and  finance  division  will  deter¬ 
mine  the  excess  sum  and  the  allotment 
to  be  credited  upon  the  release  of  such 
funds. 

(2)  Release  of  funds.  After  making 
the  determination  set  forth  in  subpara¬ 
graph  (1)  of  this  paragraph,  the  ac¬ 
counting  and  finance  division  will  effect 
appropriate  final  release  of  funds  from 
obligation  and  notify  the  accounting  and 
finance  officer  concerned.  If  any  ad¬ 
justment  to  the  records  of  the  account¬ 
ing  and  finance  officer  is  necessary,  the 
accounting  and  finance  division  will  in¬ 
itiate  such  action. 

§  1008.251  Recoupment  of  renegotia¬ 
tion  debts. 

(a)  Scope  of  section.  This  section 
establishes  responsibilities  and  proce¬ 
dures  in  termination  cases  for  recouping 
renegotiation  debts  from  defaulting 
contractors. 

(b)  Definitions.  As  used  in  this  part, 
the  following  terms  will  have  the  mean¬ 
ings  indicated : 

(1)  “Defaulting  contractor”  is  a 
prime  contractor  or  a  subcontractor  in 
default  in  payment  of  its  indebtedness  to 
the  United  States  for  profits  agreed  or 
determined  to  be  excessive  under  statu¬ 
tory  renegotiation  proceedings. 

(2)  “Default  list”  is  the  list  of  de¬ 
faulting  contractors,  entitled  “Contrac¬ 
tors  Indebted  to  the  United  States,” 
issued  periodically  by  the  Chief,  Finance 
Division,  Comptroller  Department,  Hq 
USAF. 

(c)  Responsibilities.  Contracting  of¬ 
ficers  charged  with  the  settlement  of 
terminated  contracts  will  determine 
^from  the  default  list  the  renegotiation 
debt  status  of  each  prime  contractor  and 
subcontractor  whose  termination  claim 
is  in  process  of  settlement.  Contracting 
officers  will  make  a  reasonable  effort, 
under  the  circumstances  of  each  case, 
to  identify  all  subcontractors  who  have 
submitted  claims  under  terminated 
prime  contracts  for  the  purpose  of  de¬ 
termining  from  the  default  list  the  re¬ 
negotiation  debt  status  of  each  such 
subcontractor.  Such  renegotiation  debt 
status  will  be  coordinated  with  the  ap¬ 
propriate  accounting  and  finance  officer. 

(d)  Procedures.  (1)  The  contracting 
officer  negotiating  a  termination  settle¬ 
ment  will,  under  the  authority  of  the 
Renegotiation  Act  of  1951  (Public  Law 
9,  82d  Congress),  section  105(b),  as  im¬ 
plemented  by  Part  1461  of  the  Renego¬ 
tiation  Regulations  (1951  Act),  direct 
the  prime  contractor  to  make  no  termi¬ 
nation  payments  to  any  defaulting  sub¬ 
contractor,  except  after  withholding  for 
the  account  of  the  Government  the 
amount  of  subcontractor’s  renegotiation 
debt  to  the  Government. 

(2)  Proof  of  withholding  for  the  ac¬ 
count  of  the  Government,  or  of  pay¬ 
ment  to  the  Government,  will  be  ac¬ 
cepted  by  the  contracting  officer  as 


satisfaction  of  the  defaulting  subcm 
tractor’s  claim  to  the  extent  ol  th 
amount  so  withheld  or  paid  over.  We 

(3)  Whenever  the  contracting  office 
sends  an  accounting  and  finance  offle ' f 
a  voucher  for  a  partial  payment  or  I 
settlement  payment,  any  of  the  proceed! 
of  which  would  normally  be  paid  toor 
for  the  benefit  of,  any  defaulting  con 
tractor,  he  will  attach  to  the  voucher  a 
statement  enabling  the  accounting  and 
finance  officer  to  make  appropriate  de 
ductions  and  requesting  the  accounting 
and  finance  officer  to  advise  the  payees 
the  deductions  made.  At  the  same  time 
the  contracting  officer  will,  by  letter,  ad- 
vise  the  payee  of  the  voucher  as  to  the 
deductions  being  made  and  as  to  the 
manner  in  which  the  deductions  are  to 
be  given  effect  in  transmitting  payments 
down  the  contractual  chain. 

§  1008.252  Settlement  of  unadjusted 
contractual  changes  (UCC’s). 

(a)  Scope  of  section.  This  section 
prescribes  procedures  and  responsibili. 
ties  for  the  settlement  of  unadjusted 
contractual  changes  (as  defined  in 
§  1008.101-62)  outstanding  at  the  time 
of  partial  or  complete  termination  of  AF 
contracts. 

(b)  Responsibility.  (1)  With  each 
request  for  either  a  partial  or  a  com¬ 
plete  termination  of  an  AF  contract,  the 
branch  or  office  which  initiated  the 
AFPI  Form  49,  “Termination  Author¬ 
ity,”  will  list,  all  outstanding  UCC’s  re¬ 
lating  to  the  terminated  portion  of  the 
contract.  Where  the  termination  is  a 
partial  one,  a  statement  will  be  included 
in  the  AFPI  Form  49  as  to  which  UCC’s 
will  be  formalized  to  supplemental 
agreement  within  60  days  by  the  procur¬ 
ing  contracting  officer  (buyer). 

(2)  If  a  contract  has  been  terminated 
in  its  entirety,  the  termination  contract¬ 
ing  officer  (TCO)  will  settle  all  outstand¬ 
ing  UCC’s  under  the  contract.  The  TCO 
will  check  the  list  of  UCC’s  furnished  bj 
the  buyer  with  the  administrative  con¬ 
tracting  officer,  to  assure  himself  that 
all  pertinent  UCC’s  are  known.  In  ad¬ 
dition,  the  TCO  will  coordinate  with  and 
obtain  the  recommendations  of  the  buyer 
concerning  each  outstanding  UCC  in¬ 
cluded  in  the  termination  settlement. 
However,  the  final  decisions  as  to  allow¬ 
ability  or  nonallowability  of  amounts 
for  the  UCC’s  are  the  responsibility  of 
the  TCO. 

(3)  Where  a  contract  has  been  par¬ 
tially  terminated,  any  outstanding  UCC’s 
relating  to  the  terminated  portion  will 
normally  be  handled  by  the  procuring 
contracting  officer  (buyer)  unless  au¬ 
thority  to  include  the  UCC’s  in  the  ter¬ 
mination  settlement  is  delegated  by  the 
buyer  to  the  TCO.  The  delegation,  if 
issued,  will  be  processed  by  the  buyer 
to  the  TCO  through  AMC  (MCPKT). 

(4)  Where  a  contract  has  been  pw- 
tially  terminated  and  the  information 
submitted  by  the  buyer  discloses  that  the 
UCC’s  will  not  be  formalized  within  60 
days  or  a  reasonable  period  of  time 
thereafter,  the  TCO  should  if  he  deems 
it  practical  under  all  the  circumstances, 
request  the  buyer  to  delegate  authority 
to  him  to  settle  the  outstanding  UCC’s 
relating  to  the  terminated  portion  of  the 
contract. 
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,,  jf  the  outstanding  UCC’s  relate  to  MCPKT,  Hq  AMC,  for  determination 
h  the  terminated  and  the  continuing  prior  to  issuance  of  a  notice  to  the  con- 
rtion  of  the  contract,  the  TCO  will  tractor.  Contract  modifications  or  en- 
1Wt  the  termination  settlement  on  the  gineering  changes  which  will  substan- 
ris  of  the  established  contract  price  as  tially  reduce  the  work  to  be  performed 
b  xists  prior  to  its  being  adjusted  as  a  under  a  prime  contract  will  be  processed  i 
ll of  the  unad justed  contractual  as  terminations.  If  issuance  of  AFPI 
Ganges.  In  sueh  cases,  a  provision  Form  35,  “Contract  Change  Notifica- 
hould  be  included  in  the  settlement  tion”  (CCN),  is  authorized  and  the  pro- 
cement  reserving  the  contractor’s  curing  contracting  officer  doubts  whether 
^its  with  respect  to  the  outstanding  the  issuance  of  a  CCN  is  appropriate  and 
nCC’s  H  all  the  outstanding  UCC’s  are  considers  that  the  change  should  be 
formalized  by  the  procuring  contracting  processed  as  a  termination,  he  will  ad- 
fficer  (buyer)  prior  to  the  termination  vise  the  appropriate  buying  office  of  the 
settlement  of  the  partial  termination,  facts  causing  such  doubt.  The  chief  of 
the  revised  contract  price  will  be  used  as  the  buying  office,  after  coordination  with 
the  basis  for  the  settlement  of  the  partial  the  appropriate  readjustment  office  will 
termination.  In  such  cases,  a  reserva-  instruct  the  procuring  contracting  officer 
tion  of  the  contractor’s  rights  is  not  re-  as  to  whether  the  modification  will  be 
QUire(l.  adjusted  as  a  change  or  processed  as  a 

q  (c)  Contractual  documents.  Prior  to  termination. 

execution  of  the  termination  supplemen-  (2)  Property  which  becomes  obsolete 
tal  settlement  agreement,  each  UCC  re-  or  excess  by  reason  of  a  contract  modifi- ' 
lating  to  the  terminated  portion  must  be  cation  or  engineering  change  under  a 
either  incorporated  in  an  executed  con-  fixed-price  prime  contract  will  be  dis- 
tractual  instrument  by  the  buyer,  posed  of  according  to  appropriate  provi- 
mcorporated  in  the  termination  supple-  sions  of  Subpart  E,  Part  8  of  this  title, 
mental  settlement  agreement,  or  ex-  if  the  cost  of  the  property  is  involved 
pressly  excluded  in  the  termination  sup-  in  the  contractor’s  claim  for  an  equitable 
plemental  settlement  agreement.  When  adjustment  in  price.  All  property  which 
UCC’s  are  formalized  in  the  termination  becomes  obsolete  or  excess  by  reason  of 
settlement,  a  statement  and  listing  of  a  contract  modification  or  an  engineer- 
the  UCC’s  which  have  been  included  in  ing  change  under  a  cost-reimbursement 
the  settlement  will  be  incorporated  in  contract  will  be  disposed  of  according  to 
the  termination  supplemental  settlement  appropriate  provisions  of  Subpart  E, 
agreement.  Part  8  of  this  title.  If  such  obsolete  or 

sion«2‘i3  Transfers  between  AF  nro-  excess  Property  has 'been  retained  or 
S  ^ini  rid  oTgan^Zn,  Pr°  deposed  of  by  the  contractor  at  prices 

approved  by  the  contractmg  officer  or 
Where  sufficient  reason  appears,  a  ter-  properly  authorized  plant  clearance  of- 
mination  case  may  be  transferred  from  ficer,  according  to  Subpart  E,  Part  8  of 
the  APD  or  AFPRO  to  which  it  was  orig-  this  title,  the  amount  agreed  upon  for 
inally  assigned  for  processing  and  settle-  the  retention  or  the  amount  realized 
ment  to  another  field  office.  The  request  from  the  disposition  will  be  recognized 
for  transfer  should  be  made  to  the  read-  as  the  proper  credit  to  be  allowed  for  the 
justment  office  of  the  AMA,  AMC  centers,  property  by  the  contracting  officer,  Hq 
AF  depots,  or  ARDC  centers  which  issued  AMC,  or  the  contracting  officer  of  the 
the  termination  and  assigned  the  case  appropriate  AMC  field  procurement  ac¬ 
tor  settlement.  Upon  approval  by  the  tivity,  responsible  for  negotiating  the  ad- 
appropriate  readjustment  office,  the  justment  necessitated  by  the  change, 
docket  file  and  other  pertinent  papers  (3)  if  contract  modifications  or  en- 
will  be  forwarded  directly  by  the  trans-  gineering  changes  in  prime  contracts 
ferring  office  to  the  receiving  field  office  result  in  a  total  or  partial  cancellation 
tor  processing  and  settlement.  (See  of  any  subcontracts,  the  provisions  of 
11008.208-50  for  Inter-CMR  referrals.)  Part  8  of  this  title  Will  be  followed  in 
§  1008.254  Settlement  of  claims  and  .  determining  the  amount  of  the  subcon- 
property  disposal  resulting  from  tract  cancellation  charges  and  in  dis- 
engineering  changes.  posing  of  the  subcontractor’s  termina- 

(See  5  1003.850-2  of  this  title.)  tio"  taYe“tor*“  t0,  be  inc'u?fd  <J.  the 

(a)  Scope  of  section.  This  section  sets  contractor  s  claim  for  equitable  adjust 

forth  the  extent  to  which  termination  f16  T?}e  amount  of  any  such  subcon- 
methods  and  procedures  of  Part  8  of  this  tract  settlements  which  have  been  ap- 
title apply:  (1)  In  determining  an  equi-  proved  orHratlfed  by  a  contracting  offi- 
table  adjustment  as  a  result  of  any  mod-  Per  accorfd'ng  to  §  8  513  of  ?“■  ™le  wlU 
ification  of  a  contract  pursuant  to  the  be  accepted  as  a  proper  cost  by  the  ex¬ 
changes  clause,  and  (2)  in  disposing  of  *r acting  officer.  Hq  AMC  responsible  for 
contractor  inventory  arising  out  of  such  negotiating  the  equitable  adjustment 
modification  necessitated  by  the  change,  and,  in  the 

(b)  Applicability  of  section.  This  sec-  ?asef  of  cost-reimbursement-type  con- 

tion  applies  to  the  Directorate  of  Pro-  tracts;  wm  *  recognized  as  a  reimburs- 
curement  and  Production,  Hq  AMC,  and  ablef  lte®  of  c°st  by  the  administrative 
AMC  field  procurement  activities.  contracting  officer  responsible  for  cer- 

(c)  Application  of  Part  8  of  this  title.  tlfymg  the  public  voucher  covering  such 

(1)  If  work  to  be  done  by  the  contractor  _  .  .  . 

is  to  be  reduced  to  such  an  extent  as  to  (d)  Procedure.  (1)  Costs  quoted  as  a 
create  any  doubt  as  to  whether  the  part  of  Engineering  Change  Proposals 
change  should  be  processed  as  a  change  submitted  by  contractors  may  be  based 
order  or  a  termination,  the  facts  will  upon  preliminary  estimates,  including 
first  be  referred  to  the  readjustment  the  estimated  cost  of  settling  subcon- 
office  of  the  CMR,  AMC  centers  or  tracts  to  be  terminated  and  estimated 


property  disposal  credits.  CCN’s  may  be 
issued  on  such  proposals  based  upon 
those  estimates. 

(2)  To  the  extent  that  supplemental 
agreements  that  formalize  CCN’s  involve 
subcontract  cancellation  charges  and 
property  disposal  credits,  they  will  be 
based  upon  actual  settlement  costs  and 
actual  credits. 

(i)  If  the  quotation  to  be  formalized 
by  a  contract  supplemental  agreement 
involves  charges  for  property  made  ob¬ 
solete  or  excess  by  reason  of  a  contract 
modification  or  engineering  change,  and 
the  property  disposal  action  has  been 
completed  according  to  Subpart  E,  Part 
8  of  this  title,  the  contractor  will  be  re¬ 
quired  to  indicate:  (a)  The  manner  in 
which  credit  has  been,  or  is  to  be,  al¬ 
lowed  the  Government  for  such  prop¬ 
erty,  or  (b)  that  the  property  has  been 
turned  over  to  the  Government.  To  the 
extent  that  proeprty ,  has  been  turned 
over  to  the  Government,  the  quotation 
will  be  accompanied  by  an  inventory  of 
such  property.  In  order  that  there  is  no 
delay  in  issuance  of  supplemental  agree¬ 
ments,  in  the  event  property  disposition 
is  incomplete  at  the  time  the  supple¬ 
mental  agreement  can  otherwise  be  ac¬ 
complished,  property  disposal  credits 
may  be  excluded  from  the  supplemental 
agreement  and  reserved  for  future  set¬ 
tlement  by  appropriate  reference  in  the 
supplemental  agreement.  In  this  event, 
the  property  will  be  accounted  for  ac¬ 
cording  to  Part  8  of  this  title,  and  any 
credits  may  be  accumulated  and  sub¬ 
sequently  credited  to  the  contract  pro¬ 
vided  there  is  no  undue  delay  in  proc¬ 
essing  the  credits. 

(ii)  If  it  is  impractical  to  segregate 
property  disposal  credits  by  supple¬ 
mental  agreement  or  by  contract,  such 
credits  may  be  allowed  to  the  Govern¬ 
ment  in  such  other  manner  as  the  con¬ 
tracting  officer  may  approve,  provided 
such  credits  to  the  Government  fully  re¬ 
flect  actual,  not  estimated,  property  dis¬ 
posal  credits  to  which  the  Government 
is  entitled.  In  this  case,  the  contracting 
officer  must  determine  that  the  Govern¬ 
ment  s  interests  in  the  disposal  credits 
are  fully  protected. 

(iii)  If  the  quotations  to  be  formalized 
by  a  supplemental  agreement  involve 
any  subcontract  cancellation  charges,  the 
contractor  will  be  required  to  indicate 
that  the  charges  represent  actual  set¬ 
tlements  approved  or  ratified  by  a  con¬ 
tracting  officer.  In  order  that  there  will 
be  no  delay  in  issuance  of  a  supplemental 
agreement,  in  the  event  it  is  impossible  to 
agree  upon  actual  subcontractor  can¬ 
cellation  charges  at  the  time  the  supple¬ 
mental  agreement  is  accomplished,  such 
charges  may  be  excluded  and  reserved 
for  future  settlement,  provided  the  con¬ 
tractor  submits  with  his  proposal  a  list 
of  the  subcontracts  to  be  adjusted  and  an 
estimate  of  the  maximum  amount  of 
funds  required  for  settlement  of  the  ex¬ 
cluded  subcontracts.  In  such  case,  (a) 
the  supplemental  agreement  accomplish¬ 
ing  the  adjustment  will  specifically  ex¬ 
clude  subcontracts  not  yet  settled  and 
will  include  an  agreement  for  the  settle¬ 
ment  of  the  excluded  subcontracts  at  a 
later  date  and  (b)  subsequent  quotations 
may  be  submitted,  including  actual  sub- 

.  contract  cancellation  charges,  and  for- 
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malized  by  supplemental  agreement. 
(Subcontract  cancellation  charges  sub¬ 
sequently  submitted  may  be  accumulated 
for  incorporation  in  a  supplemental 
agreement  provided  they  are  referenced 
to  the  applicable  change  orders  which 
generated  such  cancellation  charges.) 

(e)  Prime  contractor’s  cost-reimburse¬ 
ment  type  proposal  for  adjustment  in 
fee.  Proposals  of  a  cost-reimburse¬ 
ment  type  for  adjustment  in  fixed  fee 
by  reason  of  an  engineering  change  may 
in  the  absence  of  actual  known  costs  and 
to  the  extent  deemed  proper  by  the  con¬ 
tracting  officer,  be  based  on  estimates. 
In  adjusting  the  prime  contractor’s  fixed 
fee,  the  amount  of  subcontractors’  termi¬ 
nation  claim  settlements  will  not  be  used 
as  the  basis  for  the  adjustment.  How¬ 
ever,  consideration  may  be  given  in  ad¬ 
justing  the  prime  contractor’s  fixed  fee 
to  the  work  performed  under  the  termi¬ 
nated  subcontracts  and  the  work  ac¬ 
complished  by  the  prime  contractor  in 
effecting  settlements  of  its  terminated 
subcontracts. 

Subpart  C — Additional  Principles  Ap¬ 
plicable  to  the  Settlement  of  Termi¬ 
nated  Fixed  Price  Type  Contracts 

§  1008.303  Allowance  for  profit. 

(a)  General.  Profit  represents  the 
reward  which  a  contractor  earns  in  per¬ 
forming  his  contract.  It  has  a  vital  ef¬ 
fect  upon  major  aspects  of  his  business 
such  as  expansion,  improvements,  de¬ 
velopment  and  incentive.  It  is,  there¬ 
fore,  of  the  utmost  importance  that  this 
portion  of  a  contractor’s  termination 
claim  be  as  carefully  considered  and 
evaluated  as  any  other  phase  so  that — 
absent  a  loss  contract  being  involved — 
the  final  settlement  will  ultimately  re¬ 
sult  in  the  contractor  being  compensated 
fairly  as  a  reward  for  the  work  which  he 
has  done  in  connection  with  the  portion 
of  the  contract  that  has  been  terminated. 

(b)  Factors  to  be  considered.  (1)  Sec¬ 
tion  8.303(b)  of  this  title  sets  forth  the 
major  factors  which  should  be  consid¬ 
ered  in  evaluating  profit.  The  enumer¬ 
ation  of  these  factors  is  not  meant  to 
imply  that  each  factor  (or  as  each  such 
factor  is  represented  in  various  elements 
of  a  contractor’s  termination  Settlement 
Proposal)  merits  the  same  degree  of  con¬ 
sideration.  Some  elements  of  the  claim 
may  be  deserving  of  a  higher  considera¬ 
tion  and  others  a  lesser  or  even  nominal 
type  of  consideration.  Each  case  must 
stand  upon  its  own  merits.  For  ex¬ 
ample,  generally,  material  upon  which  a 
contractor  has  performed  little  or  no 
work  (other  than  ordering,  receiving  and 
storing  the  property)  would  not  merit  as 
much  consideration  as  engineering  or 
fabrication  work  performed  by  the  con¬ 
tractor.  The  application  of  one  rate  of 
profit  to  all  of  those  elements  of  a  con¬ 
tractor’s  claim  to  which  profit  may  be 
properly  applied  would  not,  except  in  the 
most  unusual  and  exceptional  case,  be 
equitable  or  fair  to  the  Government. 
While  the  totaldollars  eventually  arrived 
at  as  the  allowance  for  profit  in  the  set¬ 
tlement  will  represent  an  overall  profit 
rate,  the  process  of  arriving  at  those  dol¬ 
lars  should  be  considered  and  evaluated 
on  the  basis  of  separate  rates  for  the 
separate  elements  of  the  claim  involved. 


(2)  The  complexities  and  difficulties  warranties  and  guarantees  under  the 
of  the  work  involved,  the  extent  and  contract  in  connection  with  completion 
quality  of  work  accomplished  and  the  of  the  end  items  have  changed.  Conse 
efficiencies  demonstrated  and  effected  by  quently,  an  entirely  different  set  of  facts 
a  contractor  should  certainly  be  recog-  has  been  created  and  exists  than  that 
nized,  considered  and  appropriately  re-  when  the  contract  was  issued  as  a  result 


warded.  A  contractor  should  not  be 
penalized  in  the  profit  portion  of  his 
claim  for  having  attained  and  effected  a 
high  degree  of  efficiency  and  contract 
cost  savings.  While  this  latter  factor 
is  certainly  applicable  to  every  case,  it  is 
of  particular  importance  in  considering 
and  evaluating  the  profit  factor  in  ter¬ 
minated  incentive  types  of  contracts. 

(3)  Section  8.303(b)(7)  and  (9)  of 
this  title  state  that  the  rate  of  profit  a 
contractor  would  have  earned  had  the 
contract  been  completed  or  the  rate  of 
profit  which  both  parties  contemplated 
at  the  time  the  contract  was  issued  may 
be  considered  in  evaluating  the  amount 
of  profit  which  should  be  allowed  in  the 
termination  settlement.  These  are  not 
mandatory  factors.  They  are  guide 
lines.  Nor  are  they  the  only  methods 
which  could  or  should  be  considered  in 
arriving  at  a  fair  profit.  As  stated  in 
paragraph  (a)  of  §  8.303  of  this  title,  any 
reasonable  method  which,  will  result  in 
fairness  to  both  contracting  parties  may 
be  used.  Generally,  in  order  to  ascer¬ 
tain  the  rate  of  profit  which  a  contractor 
might  have  earned  had  the  contract  been 
completed,  it  would  have  been  necessary 
for  the  contract  work  to  have  been  sub¬ 
stantially  completed  prior  to  termination 
and  the  contractor  would  have  to  submit, 
with  a  reasonable  degree  of  accuracy, 
information  and  data  as  to  the  amount 
it  would  have  cost  to  have  completed  the 
contract  work.  If  these  two  factors  are 
not  present  and  cannot  be  established, 
the  evaluation  of  the  profit  on  the  basis 
of  ascertaining  the  rate  the  contractor 
would  have  earned  if  the  contract  had 
been  completed  would  not  be  practical  or 
realistic.  Consideration  of  the  profit  on 
the  basis  of  the  rate  both  parties  con¬ 
templated  at  the  time  the  contract  was 
issued  may  or  may  not  be  equitable  and 
fair,  depending  upon  the  circumstances 
and  facts  of  each  case.  Where,  on  the 
effective  date  of  termination,  most  of  the 
contract  work  had  been  performed  and 
completed,  consideration  on  such  latter 
basis  would  appear  to  be  appropriate. 
On  the  other  hand,  if  at  the  time  of  ter¬ 
mination,  very  little  or  less  than  a  sub¬ 
stantial  portion  of  the  work  had  been 
performed  and  completed,  the  use  of 
such  basis  would  not  appear  to  be  equi¬ 
table.  It  must  be  borne  in  mind  that 
when  a  contract  is  issued,  the  amount 
or  rate  of  profit  agreed  upon  in  the  con¬ 
tract  price  contemplates  that  the  Gov¬ 
ernment  will  receive  the  finished  end 
items  and  supplies  or  services  being  pro¬ 
cured  and  contracted  for.  When  the 
contract  is  terminated,  the  contractor’s 
legal  responsibilities  and  liabilities  are 
materially  changed.  He  is  no  longer  re¬ 
quired  to  deliver  finished  acceptable 
quality  end  items,  supplies  or  services. 
He  is  no  longer  responsible  for  obtain¬ 
ing,  making  and  merging  subassemblies, 
components,  fabricated  and  purchased 
parts  into  the  workable  completed  item 
originally  ordered  and  called  for  under 
the  contract.  His  legal  liabilities  as  to 


when  the  contract  was  issued  as  a  resu't 
of  which  consideration  of  the  profit  ele¬ 
ment  on  a  basis  differently  than  that 
contemplated  when  the  contract  was  is¬ 
sued  may  be  justified  and  should  be  used 
(4)  A  contractor  is  entitled  to  profit 
for  the  effort  and  work  that  he  has  ex- 
pended  and  performed  in  connection 
with  subcontracts  issued  by  him  under 
his  prime  contract  or  higher  tier  sub¬ 
contract.  The  statement  in  §  8.303(b) 

(8)  of  this  title  which  reads  “but  the 
profit  shall  not  be  measured  by  the 
amount  of  the  contractor’s  payments  to 
subcontractors  for  settlement  of  their 
termination  claims”  is  not  intended  to 
nor  does  it,  mean  that  the  contractor  is 
not  to  be  given  recognition  in  the  amount 
of  profit  allowed  for  the  effort  and  work 
he  has  incurred  and  expended  with 
respect  to  his  subcontractors.  A  con¬ 
tractor  must  select,  negotiate,  prepare 
and  issue  the  subcontract  or  subcon¬ 
tracts.  He  is  responsible  for  the  sub¬ 
contractor’s  timely  performance  and 
quality  of  work.  This  requires  supervi¬ 
sion,  management,  liaison,  technical  and 
other  types  of  assistance.  The  scope  and 
extent  of  these  actions,  and  responsibili¬ 
ties  will,  of  course,  vary  depending  upon 
the  character,  nature  and  types  of  sub¬ 
contract  work  purchased,  the  capability 
and  competency  of  the  subcontractor 
and  other  factors.  In  some  instances,  all 
of  these  phases  may  be  routine  and  re¬ 
quire  very  little,  if  any,  or  only  nominal 
type  management,  supervision  and  as¬ 
sistance.  In  other  instances  a  heavy 
management,  supervisory  and  assistance 
responsibility  and  program  may  be  re¬ 
quired.  The  charges  which  the  con¬ 
tractor  incurs  for  all  of  these  various 
actions  and  responsibilities  are  recorded, 
included  and  reflected  in  the  (prime) 
contractor’s  own  elements  of  costs 
claimed  above  the  profit  line  in  the 
Settlement  Proposal.  For  example,  costs 
incurred  in  selecting,  negotiating  and 
issuing  subcontracts  would  very  likely  be 
included  in  the  contractor’s  General  and 
Administrative  Expense  Account;  costs 
incurred  for  rendering  engineering  as¬ 
sistance  to  subcontractors  would  proba¬ 
bly  be  included  in  the  category  of  “Other 
(Direct)  Charges”  of  his  claim;  other 
types  of  technical  or  liaison  assistance 
would  generally  be  included  in  overhead 
pools  or  other  types  of  indirect  charges  in 
the  Termination  Settlement  Proposal. 
In  considering  and  evaluating  the  effort 
expended  and  the  work  done  by  the 
contractor  with  respect  to  his  subcon¬ 
tractors,  the  Contracting  Officer  should 
not  simply  consider  the  dollar  amount 
incurred.  He  should  “look  behind  the 
dollars”  to  ascertain  what  they  represent 
as  to  extent,  necessity  and  difficulty  of 
effort  incurred  and  expended  by  the  con¬ 
tractor,  caliber,  number  and  technical 
competency  of  personnel  utilized  in 
rendering  technical  assistance  to  the 
subcontractors,  and  degree  of  manage¬ 
ment  and  supervision  exercised.  It  is, 
of  course,  up  to  the  contractor  to  submit 
and  substantiate  such  evidence.  If  the 
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tractor’s  work  and  efforts  are  ap-  completed  articles  are  acceptable  and  tractor’s  records;  however,  this  will  not 
0011  ched  and  evaluated  upon  the  basis  of  have  been  accepted  by  the  AF  Inspector  disclose  items  entirely  omitted  from  the 
Aforegoing  described  aspects,  a  fair  as  they  may  have  been  previously  re-  termination  inventory.  In  connection 
iiiation  of  the  profit  portion  as  it  jected.  If  the  completed  articles  are  with  cost-type  contracts,  contractor’s 
eVifttes  to  the  subcontracts  should  be  accepted  and  are  to  be  invoiced  in  the  records  of  Government  property  main- 
rived  at.  There  are  three  principal  usual  manner  as  provided  in  §  8.306  of  tained  under  §  30.2,  Appendix  B  of  this 
^ns  for  the  prohibition  against  this  title,  the  TCO  will  request  the  office  title  should  reflect  the  balances, of  ma- 
re  asuring  the  contractor’s  portion  of  the  which  issued  the  Notice  of  Termination  terial  on  hand  which  should  be  checked 
*  flt  by  the  amount  of  payments  to  to  amend  the  notice  so  that  payment  with  the  inventory  schedules,  but  usually 
Pihcontractors  for  settlement  of  their  for  the  accepted  articles  can  be  processed  such  records  will  not  reflect  materials 
bU  mination  claims:  (i)  Such  considera-  by  the  Finance  Officer.  included  in  work-in-process  or  the  equity 

method  would  result  in  giving  §  1008  307  Settlement  proposals.  °*  th®  ?v,overT^t  ln  5ny„  materla' 

fhg  contractor  two  profits  on  sub-  °  charged  through  the  overhead  account, 

tracts  for  as  hereinbefore  described  §  1008.307—1  Submission  of  settlement  Selective  usage  checks  of  individual 
the  costs  for  the  efforts  and  work  which  proposals,  j  items  together  with  comparison  of  pur- 

the  contractor  incurs  and  expends  in  Settlement  proposals  and  supporting  chases  and  termination  inventory  sched- 
connection  with  his  subcontractors  are  data  must  be  submitted  with  proper  ules  may  also  be  necessary  in  individual 
included  in  his  own  charges,  (ii)  dollars  accuracy  and  detail.  Government  audit  cases  to  verify  whether  all  material  has 
incurred  for  settlement  of  the  subcon-  is  for  the  purpose  of  verifying  adequately  been  listed  on  inventory  schedules, 
tractor’s  termination  claims  are  not  a  described  costs  and  will  not  be  used  to  (c)  Other  bases.  No  other  basis  for 
true  criteria  of  the  work  accomplished  elaborate,  develop,  or  define  costs  inade-  submission  of  Settlement  Proposals  may 
and  could  result  in  an  underpayment  or  quately  described  in  the  settlement  be  used  unless  prior  approval  is  obtained 
overpayment  of  profit  and  (iii)  by  the  proposal.  from  the  Chief  or  Deputy  Chief  of 

iPrmc  of  the  Termination  Clause  in-  _  _  _  .  ,  ,  the  Contract  Management  Division 

eluded  in  the  prime  contract,  the  con-  §  Basis  for  settlement  pro-  (MCPK) ,  AMC. 

fpproJn?teean?aU^abletCc^Pwhhha  (a)  Inventory  basis.  See  §  8.307-2 (a)  §  10°po^lI~S0  Forms of  9ettlemenl Pr°- 

reasonable  profit  thereon  only  on  work  of  this  title.  1 

done  by  the  contractor.  Payment  of  (b)  Total  cost  basis.  (1)  The  follow-  (a)  The  standard  settlement  proposal 
Droflt  to  a  contractor  on  the  amount  of  ing  are  examples,  in  addition  to  the  sit-  forms  may  be  reproduced  by  contractors 
payments  he  makes  to  his  subcontractors  uations  cited  in  §  8.307-2 (b)  of  this  title  or  by  commercial  firms  for  them.  If  any 
in  settlement  of  their  termination  claims  as  to  when  use  of  the  total  cost  basis  may  change  whatsoever  is  made  in  the  forms, 
would,  ln  effect,  be  paying  the  contractor  be  permitted  by  the  Termination  Con-  the  change  must  be  approved  by  the  ter- 
for work  done  by  someone  else.  tracting  Officer:  mination  contracting  officer  and  the 

,nAO  ,n_  „  ,  .  (i)  If  production  has  not  commenced  Government  form  numbers  will  be 

8 1008.30.)  Deductions.  .  _ _ _  nmittpH 


this  title,  the  TCO  will  request  the  office 
which  issued  the  Notice  of  Termination 
to  amend  the  notice  so  that  payment 
for  the  accepted  articles  can  be  processed 
by  the  Finance  Officer. 

§  1008.307  -Settlement  proposals. 

§  1008.307—1  Submission  of  settlement 
proposals.  J 

Settlement  proposals  and  supporting 
data  must  be  submitted  with  proper 
accuracy  and  detail.  Government  audit 
is  for  the  purpose  of  verifying  adequately 
described  costs  and  will  not  be  used  to 
elaborate,  develop,  or  define  costs  inade¬ 
quately  described  in  the  settlement 
proposal. 

§  1008.307—2  Basis  for  settlement  pro¬ 
posals. 

(a)  Inventory  basis.  See  §  8.307-2  (a) 
of  this  title. 

(b)  Total  cost  basis.  (1)  The  follow¬ 
ing  are  examples,  in  addition  to  the  sit- 


title  should  reflect  the  balances, of  ma¬ 
terial  on  hand  which  should  be  checked 
with  the  inventory  schedules,  but  usually 
such  records  will  not  reflect  materials 
included  in  work-in-process  or  the  equity 
of  the  Government  in  any  material 
charged  through  the  overhead  account. 
Selective  usage  checks  of  individual 
items  together  with  comparison  of  pur¬ 
chases  and  termination  inventory  sched¬ 
ules  may  also  be  necessary  in  individual 
cases  to  verify  whether  all  material  has 
been  listed  on  inventory  schedules. 

(c)  Other  bases.  No  other  basis  for 
submission  of  Settlement  Proposals  may 
be  used  unless  prior  approval  is  obtained 
from  the  Chief  or  Deputy  Chief  of 
the  Contract  Management  Division 
(MCPK) ,  AMC. 

§  1008.307—50  Forms  of  settlement  pro¬ 
posals. 

(a)  The  standard  settlement  proposal 
forms  may  be  reproduced  by  contractors 


uations  cited  in  §  8.307-2 (b)  of  this  title  or  by  commercial  firms  for  them.  If  any 


§  1008.305  Deductions. 

(a)  In  determining  the  amount  to  be 
deducted  representing  the  fair  value  of 
any  property  which  is  destroyed,  lost, 
stolen,  or  damaged,  consideration  will 
be  given  to  the  direct  cost  and  any 
burden  charges  including  profit  which 
the  contractor  included  in  his  settlement 


as  to  when  use  of  the  total  cost  basis  may 
be  permitted  by  the  Termination  Con¬ 
tracting  Officer: 

(i)  If  production  has  not  commenced 
and  the  accumulated  costs  represent 
planning  and  “get  ready”  expenses; 

(ii)  If  the  contractor’s  accounting 


change  whatsoever  is  made  in  the  forms, 
the  change  must  be  approved  by  the  ter¬ 
mination  contracting  officer  and  the 
Government  form  numbers  will  be 
omitted. 

(b)  The  purpose  of  DD  Form  546, 
“Schedule  of  Accounting  Information,” 


system  wifi  not  readily  lend  itself  to  is  to  furnish  to  the  termination  con- 


the  establishment  of  unit  costs  for  work- 
in-process  and  finished  products; 

(iii)  If  the  contract  does  not  specify 
unit  prices; 

(iv) *If  the  contract  contains  a  re¬ 


tracting  officer  and  the  auditor  adequate 
information  concerning  the  contractor’s 
accounting  methods  on  which  an  intelli¬ 
gent  evaluation  of  the  settlement  pro¬ 
posal  can  be  made.  The  information 


(b)  In  addition  to  the  deductions  pricing  clause  and  at  the  effective  date  contained  in  DD  Form  546  will  be  used 


listed  under  §  8.305  of  this  title  there  will 
be  deducted  from  the  amount  found  to 
be  due  the  contractor  under  a  settlement, 
whether  by  negotiation  or  by  determina¬ 
tion:  (1)  Any  unliquidated  advance,  par¬ 
tial,  or  other  payments  theretofore  made 
to  the  contractor,  and  (2)  any  claim 
which  the  Government  may  have  against 
the  contractor  in  connection  with  the 
contract  concerned.  The  TCO  should 
coordinate  with  the  administrative  con¬ 
tracting  officer  and  Financial  Office  of 
the  AMA  and  APD  concerning  any  par¬ 
tial  payments,  advance  payments,  guar¬ 
anteed  loans,  or  other  payments  which 
have  been  made  prior  to  the  effective 
date  of  termination.  In  connection  with 
advance  payments,  the  TCO  will  comply 
with  the  provisions  of  Subpart  G,  Part 
1058  of  this  chapter. 

(c)  In  the  preparation  of  Standard 
Form  1034,  “Public  Voucher  for  Pur¬ 
chases  and  Services  Other  Than  Per¬ 
sonal,”  for  submission  to  the  finance 
officer  for  payment  under  the  settlement 
agreement,  the  termination  contracting 
officer  will  specify  and  deduct  any  claim 
which  the  Government  has  against  the 


of  termination,  the  repricing  has  not 
been  effected; 

(v)  If  the  termination  is  total  and  in¬ 
volves  a  Letter  Contract. 

(2)  and  (3)  See  §  8.307-2(a)  (2)  and 
(3)  of  this  title. 


to  the  fullest  extent  by  the  termination 
contracting  officer  in  evaluating  the  ter¬ 
mination  claim  and  negotiating  the 
settlement.  Care  should  be  taken  to  ob-' 
tain  information  from  contractors  on 
DD  Form  546  pertinent  to  the  contrac- 


(4)  If  the  contractor’s  or  subcontrac-  tor’s  accounting  system.  Contractors 
tor’s  settlement  proposal  is  submitted  on  should  be  advised  to  indicate  the  inap- 
a  total  cost  basis  (DD  Form  541)  or  is  Plicable  portions  in  the  form  by  a  proper 
for  settlement  of  a  cost  type  contract  notation  therein.  The  termination  con- 


(DD  Form  547),  the  termination  con¬ 
tracting  officer  will  satisfy  himself  that 
all  termination  inventory  has  been  listed 
on  inventory  schedules  to  the  extent  that 


tracting  officer  will  satisfy  himself  that 
the  data  contained  in  the  settlement 
proposal  are  consistent  with  the  meth¬ 
ods  and  information  described  in  DD 


the  cost  is  included  in  the  settlement  Form  546. 


proposals.  In  connection  with  fixed- 
price  contracts,  one  method  of  accom- 


(c)  The  termination  contracting  offi¬ 
cer  may  waive  the  requirement  for  sub- 


plishing  this  is  to  price  the  termination  mission  of  DD  Form  546  where  the 
inventory,  using  estimates  to  the  extent  completed  Form  has  been  submitted  in 
that  it  is  not  practicable  to  obtain  actual  connection  with  previous  termination 
costs,  and  reconstructing  the  contractor’s  settlements  and  is  considered  adequate 
settlement  proposal  on  an  inventory  by  the  termination  contracting  officer, 
basis  (DD  Form  540),  allocating  such 

items  as  “dies,  jigs,  fixtures,  and  special  §  1008.350  Equitable  adjustment  in  unit 
tools,”  “other  costs,”  and  “general  and  prices  under  fixed-price  contracts  in 

administrative  expenses”  appropriately  cases  of  partial  termination, 

between  the  terminated  and  the  com-  (a)  as  ^  result  of  a  partial  termi- 
pleted  portion  of  the  contract.  The  re-  natinn  determines  that. 


contractor  in  connection  with  any  other  suit  of  such  an  analysis  should  be  closely 
matter  which  may  properly  be  deducted  related  to  the  amount  of  the  settlement 
and  concerning  which  the  termination  proposal  submitted  on  total-cost  basis, 
contracting  officer  has  knowledge.  Selective  checks  of  individual  items 

s  lnim  r  .  .  ,  ,  .  listed  in  the  termination  inventory  sched- 

9  !/'  -306  Con,l>,e,ed  “»d  ,,enls-  ules  may  also  be  made,  comparing  the 

The  termination  contracting  officer  quantities  of  these  items  with  the  pur- 
should  take  care  to  determine  that  the  chases  and  usage  recorded  in  the  con- 


§  1008.350  Equitable  adjustment  in  unit 
prices  under  fixed-price  contracts  in 
cases  of  partial  termination. 

(a)  If,  as  &  result  of  a  partial  termi¬ 
nation,  the  contractor  determines  that 
an  adjustment  in  price  is  necessary  for 
the  continuing  portion  of  the  contract 
and  submits  in  writing  a  request  accord¬ 
ing  to  the  termination  clause  of  the  con¬ 
tract  for  an  equitable  adjustment  of  the 
price  or  prices  specified  in  the  contract, 
the  termination  contracting  officer  will 
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send  the  request  to  the  appropriate  pro¬ 
curing  contracting  officer. 

(b)  The  procuring  contracting  officer 
will  have  final  responsibility  for  negoti¬ 
ating  an  equitable  adjustment  in  the 
price  relating  to  the  continued  portion 
of  the  contract  and  will  effect  a  supple¬ 
mental  agreement  covering  any  changes 
in  price.  Consideration  for  the  change 
in  price  will  be  specified  in  the  supple¬ 
mental  agreement.  The  procuring  con¬ 
tracting  officer  will  satisfy  himself  on  the 
basis  of  evidence  he  deems  proper  (in¬ 
cluding  coordination  with  the  termi¬ 
nation  contracting  officer),  that  no 
portion  of  any  increase  in  price  has  been 
included  in  any  termination  settlement 
previously  made  or  currently  in  process. 

(c)  The  termination  contracting  offi¬ 
cer  responsible  for  the  termination 
settlement  will  satisfy  himself  on  the 
basis  of  evidence  he  deems  proper  (in¬ 
cluding  coordination  with  the  procuring 
contracting  officer)  that  no  portion  of 
the  costs  included  in  the  equitable  ad¬ 
justment  for  the  continued  portion  of 
the  contract  are  included  in  the 
termination  settlement. 

Subpart  D — Additional  Principles  Ap¬ 
plicable  to  the  Settlement  of  Termi¬ 
nated  Cost-Reimbursement  Type 

Contracts 

§  1008.404  Procedure  where  contractor 
continues  to  submit  vouchers. 

§  1008.404—1  Submission  of  settlement 
proposal. 

(a)  General :  The  contractor’s  request 
for  an  adjustment  of  the  fixed  fee  must 
be  submitted  in  writing  but  need  not  be 
presented  on  a  formal  settlement  pro¬ 
posal  form.  The  submission  may  be  in 
the  form  of  a  letter  containing  sufficient 
and  necessary  information  and  also  con¬ 
taining  the  type  of  certificate  set  forth 
in  DD  Form  547.  This  procedure  is  ap¬ 
plicable  on  complete  or  partial  termi¬ 
nations  and  the  negotiations  must  be 
evidenced  by  a  proper  supplemental 
agreement. 

(b)  Adjustment  of  fixed  fee:  (1)  The 
standard  termination  clause  for  CPFF 
contracts  provides  that  the  termination 
contracting  officer  and  the  contractor 
may  agree  upon,  i.e.,  negotiate,  the  set¬ 
tlement  of  the  fixed  fee.  Therefore,  any 
method  which  is  fair  and  equitable  to 
both  contracting  parties  may  be  used  to 
adjust  the  fixed  fee  unless  a  specified 
basis  is  prescribed  in  the  contract. 
Where  the  parties  are  unable  to  agree 
on  an  adjustment  of  the  fixed  fee  and 
the  termination  was  effected  for  the  con¬ 
venience  of  the  Government,  the  fee  to 
be  paid,  if  any,  must  be  established  in 
accordance  with  the  formula  provision 
contained  in  the  contract  clause. 

(2)  Generally,  the  percentage  of  com¬ 
pletion  basis  constitutes  a  fair  and 
equitable  method  of  adjusting  the  fixed 
fee.  One  method  of  arriving  at  the  per¬ 
centage  of  completion  is  to  compare  the 
actual  costs  incurred  with  the  estimated 
cost  to  complete  the  contract,  adjusting 
the  resulting  percentage  according  to 
the  difficulty  or  importance  of  each  type 
of  cost  concerned.  Under  this  method, 
it  is  necessary  to  obtain  a  breakdown  of 
the  estimated  costs  negotiated  in  con¬ 


nection  with  the  awarding  of  the  con¬ 
tract  and  an  estimate  of  the  cost  to 
complete  each  category  of  items  shown 
in  the  settlement  proposal. 

(i)  The  first  step  in  the  computation 
is  to  segregate  the  costs  contained  in 
the  original  cost  estimates  used  in  ar¬ 
riving  at  the  contract  price  into  the 
categories  listed  in  the  settlement  pro¬ 
posal.  Each  category  should  then  be 
assigned  a  weighted  percentage  of  im¬ 
portance.  No  specific  formula  can  be 
prescribed  for  developing  the  weighted 
percentages  for  each  category  of  costs: 
the  weighting  necessarily  must  be  predi¬ 
cated  on  proper  evaluation  and  sound 
judgment  by  the  termination  contract¬ 
ing  officer  of  the  importance  and  diffi¬ 
culties  of  the  various  categories  of  work 
and  the  circumstances  surrounding  each 
individual  contract.  For  example,  gen¬ 
erally,  material  purchases  (including 
purchased  parts)  should  carry  a  lower 
weight  than  skilled  direct  labor  costs  in¬ 
curred  by  the  contractor;  similarly,  the 
latter  category  of -costs  should  carry  a 
higher  weight  than  costs  incurred  for 
work  performed  for  the  contractor  out¬ 
side  its  own  plant. 

Example  of  the  first  step:  If  the  direct 
material  costs  represented  30  percent  and 
the  direct  labor  20  percent  of  the  total  con¬ 
tract  costs,  these  percentages  should,  If 
Justified  by  a  proper  evaluation,  be  adjusted 
in  the  weighted  percentage  to  reflect  the 
fact  that  the  direct  labor  costs  represented 
a  greater  factor  in  work  accomplished  than 
that  represented  by  direct  material  costs. 
The  result  would  be  adjusted  weighted  per- 


The  above  method  of  computing  the  per¬ 
centage  of  completion  of  a  CPFF  con¬ 
tract  is  not  intended  to  be  inflexible 
where  the  settlement  of  the  fee  is  being 
effected  by  negotiation  but,  in  such  cases, 
it  can  serve  as  a  useful  basis  for  ar¬ 
riving  at  a  negotiated  adjustment  settle¬ 
ment  of  the  fixed  fee. 

(c)  It  should  be  noted  that  in  the  de¬ 
termination  of  the  extent  of  completion, 
each  category  of  work  accomplished  is 
separately  evaluated,  giving  greater 
weight  to  those  elements  which  reflect 
the  more  substantial  or  significant  work. 
Thus,  if  the  production  costs  disclosed 
that  a  large  quantity  of  raw  material 
was  received  upon  which  only  a  small 
amount  of  direct  labor  hours  had  been 
incurred  when  compared  with  the  direct 
labor  hours  originally  estimated  under 
the  entire  contract,  then  it  would  be  ob¬ 
vious  that  very  little  fabrication  or  work- 
in-process  had  been  performed  on  the 
material.  In  such  case,  the  allowable 
percentage  of  fixed  fee  relating  to  the 


centage  for  such  categories  of  perhans 
percent  for  direct  material  (giving  consido  12 
tion  to  the  extent  of  subcontracting  t 
eluded)  and  28  percent  for  direct  labor*11' 

(ii)  The  second  step  would  be  to  com 
pare  the  actual  allowable  costs  incur™ 
under  each  category  with  the  estimate! 
costs  to  complete  such  category  of  work 
to  determine  the  extent  to  which  the 
contractor  had  completed  each  element 
included  in  the  claim. 

Example  of  second  step:  If  the  actual  ai 
lowable  costs  incurred  for  direct  labor 
$500,000  and  the  estimated  direct  labor  cost 
to  complete  the  contract  was  $500,000  the 
direct  labor  would  then  be  50  percent  com6 
plete  even  though  the  original '  estimated 
direct  labor  costs  did  not  correspond  with 
the  total  of  the  actual  allowable  costs  in 
curred  and  the  estimated  costs  to  complete 
the  work  under  the  contract. 

(iii)  The  third  step  would  be  to  multi- 
ply  the  percentage  of  completion  of  each 
category  (as  determined  in  step  2)  by 
the  (weighted)  percentage  established 
for  the  category  under  step  1.  Accord¬ 
ingly,  if  the  direct  labor  was  50  percent 
complete  (as  described  in  step  2)  and 
the  direct  labor  had  been  weighted  as 
28  percent  (as  described  in  step  1),  this 
particular  category  of  the  claim  would 
represent  a  percentage  of  completion 
under  the  contract  of  14  percent. 

(iv)  The  fourth  step  would  be  to  add 
the  percentage  of  completion  ascertained 
for  each  category.  Example  of  fixed- 
fee  computation  described  in  subpara¬ 
graph  (2)  of  this  paragraph. 


direct  material  should  be  considered  in 
the  nature  of  a  handling  charge  and 
weighted  lower  than  other  categories  of 
costs.  This  same  method  of  evaluation 
can  be  applied  to  tooling  costs,  engineer¬ 
ing,  and  other  costs  listed  in  the  claim. 

(d)  In  evaluating  the  category  of  tool¬ 
ing  costs,  care  should  be  taken  to  ascer¬ 
tain  if  the  completed  tooling  on  hand  at 
the  time  of  termination  represents  all 
the  tooling  required  under  the  entire 
contract.  The  fact  that  the  contractor 
has  on  hand  complete  tooling  in  connec¬ 
tion  with  that  portion  of  the  contract 
which  has  been  performed  does  not 
mean  that  the  tooling  is  100  percent 
complete.  In  order  for  the  tooling  to 
be  100  percent  complete,  it  must  be  all 
the  tooling,  including  maintenance  of 
such  tooling  which  would  have  been  re¬ 
quired  had  the  contract  been  fully 
performed. 

(e)  Another  method  of  arriving  at  an 
adjustment  of  the  fixed  fee  on  the  basis 
of  percentage  of  completion  is  to  have 


Negotiated 

estimated 

cost 

Percent¬ 
age  of 
total 

Weighted 
percent¬ 
age  of 
each 
category 

Allowable 

cost 

incurred 

Estimated 
cost  to 
complete 

Percent¬ 
age  of 
comple¬ 
tion  each 
category 

Percent¬ 
age  of 
contract 
com¬ 
pleted 

1.  Direct  material  (including  sub¬ 
contract  parts  completed  and 
delivered  to  the  prime  con- 

$1,000,000 

800,000 

1,000,000 

600,000 

25 

12 

$700,000 

$350, 000 

66H 

8 

20 

28 

600,000 

500,000 

50 

14 

3.  Indirect  factory  expense . . 

25 

30 

650,000 

650,000 

50 

15 

4.  Dies,  jigs,  fixtures"  and  special 

15 

14 

720,000 

80,000 

90 

125 

5.  Other  costs . . 

200,000 

5 

6 

150,000 

100,000 

60 

3.6 

6.  General  and  administrative  ex- 

400,000 

10 

10 

270,000 

180,000 

60 

6 

4,000,000 

100 

100 

2,990,000 

1,860,000 
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the  engineering  and  other  technical  per¬ 
sonnel  concerned  with  the  contract 
pvaluate  the  percentage  of  completion  of 
work  under  the  contract  from  a  strictly 
Lbnical  standpoint.  However,  care 
must  be  exercised  by  the  termination 
contracting  officer  to  insure  that  the 
technical  evaluation  is  based  on  physical 
completion  and  not  on  costs  incurred  as 
such  costs  may  represent  a  substantial 
overrun  or  underrun  of  the  estimated 
costs. 

(f)  The  ratio  of  costs  incurred  to  the 
total  estimated  costs  of  performing  the 
contract  is  another  method  of  determin¬ 
ing  percentage  of  completion.  However, 
inasmuch  as  any  substantial  overrun  or 
underrun  of  costs  could  result  in  a  mis¬ 
leading  physical  percentage  of  com¬ 
pletion,  and  since  this  method  does  not 
take  into  consideration  the  various  de¬ 
grees  of  complexities  or  difficulties  of 
the  work  accomplished,  this  method 
should  rarely  be  used.  If  this  method 
is  used  then  the  various  factors  such  as 
the  extent  and  difficulty  of  the  various 
phases  of  the  contract  work  (including 
but  not  limited  to  those  described  in 
§8.404-1  of  this  title)  should  be  care¬ 
fully  evaluated  and  weighed.  The  real 
value  of  the  method  described  in  this 
paragraph  lies  in  its  use  for  comparison 
with  the  percentage  of  completion  figure 
computed  under  the  other  methods  de¬ 
scribed  in  the  preceding  paragraphs. 

(g)  The  termination  contracting  offi¬ 
cer  should  take  into  consideration  the 
effort  and  work  expended  and  performed 
by  the  prime  contractor  in  connection 
with  subcontracts  issued  by  him  under 
his  prime  contract  so  as  to  assure  that 
the  prime  contractor  is  compensated 
fairly  in  the  fee  for  such  effort  and  work 
which  he  has  expended  and  performed. 
This  is  particularly  important  in  ter¬ 
minated  procurements  of  Weapon  Sys¬ 
tems  where  a  large  or  substantial  portion 
of  the  work  called  for  under  the  prime 
contract  is  subcontracted  out  by  the 
prime  contractor.  If  the  extent  and 
scope  of  the  prime  contractor’s  selection 
and  placement  of  subcontracts  and  his 
management,  supervisory  and  technical 
assistance  responsibilities  have  been 
heavy  and  extensive,  these  facts  would 
be  reflected,  among  other  means,  in  the 
prime  contractor’s  recorded  own  charges. 
As  in  the  case  of  terminated  Fixed-Price 
contracts,  the  burden  of  proving  and  sub¬ 
stantiating  such  facts  is  upon  the  prime 
contractor.  If  this  aspect  of  the  con¬ 
tractor’s  claim  for  fee  is  properly  con¬ 
sidered  and  evaluated,  it  should  result 
in  the  prime  contractor’s  own  efforts, 
insofar  as  they  relate  to  that  part  of  the 
work  subcontracted  out,  being  appropri¬ 
ately  weighted  (regardless  of  which 
method  is  used  in  adjusting  the  fee), 
and  the  contractor  being  fairly  compen¬ 
sated  for  this  aspect  in  the  settlement  of 
the  entire  fee.  The  portion  of  the  ad¬ 
justed  fee,  if  any,  to  be  allowed  the  con¬ 
tractor  in  the  settlement  for  its  subcon¬ 
tracted  (out)  work  will  not  be  predicated 
or  measured  by  the  amount  of  the  con¬ 
tractor’s  payments  to  its  subcontractors 
for  settlement  of  the  latter’s  termination 
claims.  However,  unlike  the  prohibition 
attached  to  evaluating  and  considering 
profit  in  connection  with  a  terminated 
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Fixed-Price  contract,  the  termination 
contracting  officer  may  consider  and  al¬ 
low  in  the  adjustment  of  the  fee  an 
amount  to  fairly  compensate  the  con¬ 
tractor  for  the  work  he  has  done  in  set¬ 
tling  the  claims  of  his  terminated  sub¬ 
contractors  and  disposing  of  termination 
inventory. 

(h)  It  is  not  necessary  to  agree  on  the 
amount  of  fixed  fee  applicable  to  each 
element  of  the  termination  claim;  a 
lump-sum  fee  may  be  agreed  upon. 
However,  under  no  circumstances  will 
the  fixed  fee,  either  as  it  may  be  ne¬ 
gotiated  as  to  each  category  of  the  claim 
or  as  a  lump  sum,  be  used  as  a  device 
for  allowing  the  contractor  either  costs 
or  fixed  fee  which  would  otherwise  be 
disallowable. 

(i)  The  methods  of  adjusting  the  fixed 
fee,  hereinbefore  described,  are  appli¬ 
cable  whether  the  termination  involved 
is  a  partial  or  complete  termination  of  a 
CPFF  contract. 

§  1008.405  Procedure  where  contractor 
discontinues  use  of  vouchers. 

f 

§  1008.405—4  Notice  to  General  Account¬ 
ing  Office  of  audit  status  date. 

In  addition  to  the  copy  of  the  notice 
and  information  required  to  be  sent  to 
the  Termination  Contracting  Office,  the 
AF  Finance  Officer  charged  with  the  re¬ 
sponsibility  of  sending  the  DD  Form 
547-1,  “Notice  of  Audit  Status  Date,”  to 
the  General  Accounting  Office  (GAO) 
will  send  a  copy  of  the  notice  and  infor¬ 
mation  as  to  the  date  on  which  the  DD 
Form  547-1  was  received  by  the  GAO, 
to  AMC  (MCPK) . 

§  1008.405—5  Exceptions  by  the  General 
Accounting  Office. 

(a)  See  §  8.405-5  (a)  of  this  title. 

(b)  Replies  to  the  GAO  Formal  Ex¬ 
ceptions  to  clear  such  Exceptions  will  be 
submitted  by  the  contractor,  with  com¬ 
plete  supporting  documents,  to  the  ter¬ 
mination  contracting  officer,  who  will 
transmit  such  replies,  with  his  written 
analyses  and  review,  recommendations 
and  any  additional  supporting  docu¬ 
ments  to  the  GAO  through  the  cognizant 
finance  officer.  Replies  to  GAO  infor¬ 
mal  inquiries  will  be  prepared  and  proc¬ 
essed  in  the  same  manner  as  above,  ex¬ 
cept  that  the  replies  will  be  sent  by  the 
termination  contracting  officer  directly 
to  the  GAO  which  originated  the  inquiry, 
instead  of  through  the  finance  officer. 

§  1008.405—50  Procedure  where  there 
have  been  no  reimbursed  costs  made 
under  the  contract. 

If  no  costs  have  been  reimbursed  under 
the  contract,  and  if  the  settlement  is  to 
include  costs  and  fee,  the  settlement  of 
the  terminated  contract  may  be  made 
without  following  the  procedure  pre¬ 
scribed  in  Subchapter  A,  Chapter  1  of 
this  title,  §§  1008.405-3,  1008.405-4, 

1008.405-5  and  §  8.405-6(a)  of  this  title. 

§  1008.406  Partial  termination. 

In  order  that  the  termination  con¬ 
tracting  officer  may  properly  evaluate 
and  adjust  the  fee  in  the  case  of  a  partial 
termination  of  a  cost  reimbursement 
type  contract,  it  is  necessary  that  he 
ascertain  the  costs  incurred  allocable  to 
the  terminated  portion  of  the  contract. 


To  the  extent  possible,  actual  costs  in¬ 
curred  should  be  obtained;  however,  if 
they  are  unavailable,  reliable  estimated 
costs  may  be  used  to  expedite  the  settle¬ 
ment.  The  amount  of  the  fixed  fee  per¬ 
taining  to  the  work  performed  on  the 
terminated  portion  of  the  contract  is 
then  negotiated.  The  settlement  will 
reflect  a  decrease  in  the  fixed  fee  ascer¬ 
tained  by  deducting  from  the  total 
amount  of  the  fixed  fee  under  the  con¬ 
tract,  the  difference  between  the  amount 
negotiated  as  allowable  fee  for  work 
performed  under  the  terminated  portion 
and  the  amount  of  fee  which  had  previ¬ 
ously  been  allotted  to  the  terminated 
portion.  The  decrease  in  estimated  costs 
is  established  by  deducting  from  the  esti¬ 
mated  costs  allocable  to  the  contract  the 
difference  between  actual  or  estimated 
costs  incurred  in  connection  with  the 
terminated  portion  and  the  estimated 
costs  which  had  been  allocated  thereto 
(in  the  terminated  portion)  prior  to 
termination.  An  amendment  to  the  con¬ 
tract,  substantially  as  set  forth  in 
§  1008.851  should  then  be  executed  to 
decrease  and  reestablish  the  total  fixed 
fee  and  estimated  costs  under  the  con¬ 
tract  as  a  result  of  the  partial  termina¬ 
tion.  This  amendment,  unlike  the 
settlement  agreement  in  the  case  of  a 
complete  termination  of  the  contract, 
does  not  provide  for  payment  of  the 
amount  agreed  upon  as  a  result  of  the 
termination.  It  reestablishes  the 
amount  of  the  estimated  costs  and  fixed 
fee,  i.e.  total  contract  price,  thus  en¬ 
abling  the  contractor  to  obtain  reim¬ 
bursement  by  the  submission  of  a  Stand¬ 
ard  Form  1034  voucher  under  the 
contract  as  amended. 

§  1008.407  Termination  for  default. 

If  a  contract  is  cancelled  for  the  de¬ 
fault  of  a  contractor,  the  amount  of 
fixed  fee  which  may  be  allowed  under 
the  standard  CPFF  Termination  clause 
is  determined  on  the  basis  of  the  number 
of  completed  items  delivered  under  the 
contract  in  relation  to  the  total  number 
of  such  items  called  for  under  the  entire 
contract.  For  example,  if  the  contract 
calls  for  100  units  and  on  the  effective 
date  of  the  default  termination  the  con¬ 
tractor  has  delivered  one  completed  unit, 
the  fixed  fee  allowable  would  be  1/100 
of  the  total  fixed  fee  under  the  contract. 
If  no  items  have  been  completed  and 
delivered,  the  contractor  is  not  entitled 
to  any  fee  regardless  of  the  status  of 
completion  of  work  under  the  contract. 

Subpart  E — Disposition  of  Termina¬ 
tion  Inventory 

§  1008.501  General. 

This  subpart  applies  to  the  utilization, 
redistribution  and  disposal  of  all  “Con¬ 
tractor  Inventory”  (see  §  8.101-6  of  this 
title)  which  includes  in  its  scope  Ter¬ 
mination  Inventory  and  Government- 
owned  property. 

§  1008.501—2  General  restrictions  on 
contractor’s  authority. 

(a)  to  (d)  See  §  8.501-2  (a)  to  (d)  of 
this  title. 

(e)  Classified  surplus  contractor  in¬ 
ventory;  When  classified  articles  are  de¬ 
termined  to  be  scrap  or  salvage,  the  plant 
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clearance  officer  may  destroy  the  ma¬ 
terial  according  to  paragraph  22f,  AFR 
205-1  (Safeguarding  Military  Informa¬ 
tion).  The  residue  of  such  scrap  or 
salvage  will  be  disposed  of  according  to 
§  8.504  of  this  title  and  §  1008.504. 

(f)  A  listing  of  serviceable  or  usable 
classified  property  included  in  the  con¬ 
tractor’s  inventory  schedules  will  be  sub¬ 
mitted  for  screening  in  accordance  with 
§  1008.505. 

(g)  In  the  event  there  are  no  require¬ 
ments  for  the  classified  property  and  de¬ 
struction  in  accordance  with  paragraph 
(e)  of  this  section  appears  unwarranted, 
the  following  information  will  be  for¬ 
warded  to  AMC  (MCPKP)  for  disposal 
instructions. 

(1)  The  classification  of  the  property. 
(Top  Secret,  Secret  or  Confidential) 

(2)  The  authority  and  particular 
office  or  officer  initially  responsible  for 
the  security  classification,  to  the  extent 
available. 

(3)  Facts  or  circumstances  making  de¬ 
struction  of  the  property  under  AFR 
205-1  unwarranted. 

§  1008.502  Conlraclor  acquired  prop¬ 
erty,  purchase  or  retention  at  cost  or 
returned  to  suppliers. 

§  1008.502—1  Purchase  or  retention  at 
cost. 

In  some  cases,  property  purchased  or 
retained  by  a  contractor  from  a  termi¬ 
nated  contract  is  for  diversion  to  a  con¬ 
tinuing  Government  contract,  and  as  a 
result  of  this  diversion,  the  contractor 
plans  to  terminate  subcontracts  under 
the  continuing  Government  contract. 
Since  §  8.502-1  of  this  title  allows  these 
terminated  subcontract  costs  as  termina¬ 
tion  charges  under  the  terminated  con¬ 
tract,  it  should  be  determined  prior  to 
the  subcontract  being  terminated  that 
these  costs  are  reasonable  in  comparison 
to  the  cost  of  the  property  to  be  diverted. 
If  the  anticipated  subcontract  termina¬ 
tion  charges  contain  sizable  costs,  it  may 
be  more  beneficial  to  the  Government 
not  to  terminate  the  subcontract.  When 
diversion  of  material  in  this  manner  is 
planned,  a  careful  cost  evaluation  should 
be  made  before  a  contractor  is  permitted 
to  terminate  subcontracts.  In  addition, 
in  every  instance  the  case  will  be  sub¬ 
mitted  to  a  Property  Disposal  Review 
Board  for  its  prior  review  and  approval. 
If  the  original  acquisition  cost  of  ma¬ 
terial  to  be  diverted  to  a  continuing  con¬ 
tract  as  described  above  exceeds  $100,000, 
any  proposed  diversion  will  be  subject  to 
the  prior  approval  of  a  Property  Disposal 
Review  Board  located  at  AMC. 

§  1008.503  Inventory  schedules. 

§  1008.503—1  Submission  of  inventory 
schedules. 

The  plant  clearance  officer  will  aid 
and  assist  the  contractor  in  the  proper 
preparation  and  timely  submission  of  in¬ 
ventory  schedules.  He  will  monitor  their 
submission  and  insure  that  the  Contrac¬ 
tor:  (a)  Is  familiar  with  the  need  for 
adequate  reporting  of  property,  (b)  pre¬ 
pares  schedules  in  accordance  with  the 
requirements  contained  in  §  1008.865, 
and  (c)  submits  schedules  as  promptly 
as  possible. 


§  1008.503—2  Separate  schedules. 

See  §  1008.865-1. 

§  1008.503—3  Inventory  descriptions. 

See  §  1008.865-2. 

§  1008.503—6  Withdrawals  from  inven¬ 
tory  schedules. 

The  screening  agency  will  be  notified 
of  all  withdrawals  of  property  from  in¬ 
ventory  schedules. 

§  1008.503—7  Rejection  and  correction 
of  inadequate  inventory  schedules. 

See  §  8.503-7  of  this  title. 

§  1008.503—50  Allocability  reviews  on 
excess  contractor  inventory. 

(a)  When  property  is  reported  excess 
by  an  AF  contractor  by  reason  of  termi¬ 
nation,  modification,  or  completion  of  the 
contract,  or  excess  to  an  AF  contract  for 
any  other  reason  wherein  the  Govern¬ 
ment  has  or  may  take  title,  it  is  necessary 
that  the  interests  of  the  Government  be 
protected  by  insuring  that  property  re¬ 
ported  is  physically,  quantitatively,  and 
technically  allocable  to  the  contract  in 
question,  and  cannot  reasonably  be  di¬ 
verted  to  other  operations  of  the  con¬ 
tractor.  When  a  plant  clearance  officer 
has  been  delegated  responsibility  for  dis¬ 
posal  of  excess  contractor  inventory  he 
also  assumes  responsibility  for  the  ade¬ 
quacy  of  allocability  reviews. 

(b)  In  carrying  out  this  responsibility, 
various  factors  will  determine  the  extent 
of  the  plant  clearance  officer’s  allocabil¬ 
ity  review,  i.e.,  the  reliability  of  the  con¬ 
tractor,  whether  the  cost  of  declared 
property  will  or  will  not  be  part  of  a 
claim,  the  size  and  complexity  of  the 
claim,  etc.  Depending  upon  the  circum¬ 
stances  involved,  the  plant  clearance  of¬ 
ficer  must  exercise  good  judgment  and 
assure  that  the  various  aspects  of  an 
allocability  review  are  considered  to  the 
extent  necessary  to  protect  the  interests 
of  the  Government. 

(c)  The  plant  clearance  officer  is  en¬ 
titled  to  request  assistance  from  quality 
control  Price  Analyst,  Production,  Audi¬ 
tor,  or  other  qualified  personnel  as  ap¬ 
propriate,  when  such  assistance  is  nec¬ 
essary  due  to  the  size  and  complexity  of 
the  claim,  existing  workload,  technical 
requirements  of  review,  geographical  lo¬ 
cation,  etc. 

(d)  A  statement  of  opinion  as  to  the 
allocability  of  termination  inventory  will 
be  prepared  by  the  cognizant  plant 
clearance  officer  for  use  by  Air  Force 
or  cognizant  Government  auditors  in 
auditing  termination  settlement  propos¬ 
als  and  by  the  termination  contracting 
officer  concerned.  The  statement  is  re¬ 
quired  in  connection  with  all  terminated 
prime  contracts  and  subcontracts  which 
produce  termination  inventory  and  in  all 
cases  where  the  cost  of  declared  property 
will  be  part  of  a  claim.  AFPI  Form  52 
“Statement  of  Allocability”  will  be  used. 
This  statement  is  not  required  when  the 
prime  contractor  has  been  authorized  to 
settle  subcontract  terminations,  accord¬ 
ing  to  §  8.208-4  of  this  title.  Copies  of 
the  completed  form  will  be  sent  to  the 
AF  or  Government  auditor  and  the  con¬ 
tracting  officer.  One  copy  will  be  re¬ 
tained  for  the  plant  clearance  file. 


Statements  of  allocability  shall  comment 
on  each  of  the  following  factors*  1 

(1)  The  extent  to  which  the  te’rmina. 
tion  inventory  could  have  been  used  in 
the  performance  of  or  is  excess  to  the 
terminated  portion  of  the  contract  * 

(2)  Location  of  the  termination  in. 
ventory. 

(3)  The  accuracy  of  the  information 
regarding  the  stage  of  completion  of 
work-in-progress. 

(4)  The  extent  to  which  the  termina¬ 
tion  inventory  complies  with  the  techni¬ 
cal  specification  requirements  of  the 
contract. 

(5)  Whether  any  of  the  termination 
inventory  could  be  reasonably  diverted 
without  loss  to  other  work  of  the  con¬ 
tractor. 

(e)  When  declared  property  is  not  ap¬ 
plicable  to  a  terminated  prime  or  sub¬ 
contract  or  the  cost  of  declared  property 
will  not  be  part  of  a  claim,  preparation 
of  AFPI  Form  52  will  not  be  necessary. 
Under  these  circumstances  the  plant 
clearance  case  file  will  be  documented  to 
indicate  extent  of  physical  inspection  of 
the  inventory  to  determine  the  accuracy 
of  reported  count,  condition,  segregation, 
etc. 

§  1008.504  Scrap  and  salvage. 

§  1008.504-1  General. 

The  plant  clearance  officer  when  dele¬ 
gated  plant  clearance  responsibility  will 
make  scrap  and  salvage  determinations. 
In  arriving  at  the  determination  the 
plant  clearance  officer  will  consider  rec¬ 
ommendations  from  the  contractor, 
quality  control  and  other  relevant  agen¬ 
cies.  No  approval  of  the  determinations 
will  be  required  unless  the  provisions  of 
§  8.512-2 (a)  of  this  title  are  applicable. 

§  1008.504—2  Scrap  warranty. 

(a)  AFPI  Form  51  “Scrap  Warranty” 
will  be  used  to  comply  with  §  8.504-2  of 
this  title. 

(b)  and  (c)  See  §  8.504-2  (b)  and  (c) 
of  this  title. 

§  1008.505  Screening  serviceable  and 
usable  property. 

(а)  Letter  of  transmittal.  All  inven¬ 
tory  schedules  submitted  for  screening 
will  be  accompanied  by  a  transmittal  let¬ 
ter  prepared  by  the  plant  clearance  offi¬ 
cer.  Transmittal  letters  are  exempt 
from  reports  control  clearance.  The 
following  will  be  listed: 

(1)  Acquisition  cost  of  the  inventory. 

(2)  The  life  expectancy  of  inventory 
which  may  be  expected  to  deteriorate  in 
storage  such  as  chemicals,  film,  rubber, 
paints,  dopes,  parachutes,  etc. 

(3)  The  condition  code  of  property  af¬ 
fixed  to  contractor-owned  property,  the 
cost  of  removal,  and  probable  condition 
code  after  severance. 

(4)  Date  that  the  plant  clearance  pe¬ 
riod  began. 

(5)  The  shipping  authorization  num¬ 
ber  of  items  of  controlled  equipment. 

(б)  Complete  and  specific  reasons  why 
items  exempt  from  screening  due  to  dol¬ 
lar  value  limitation  or  unserviceable  con¬ 
dition  are  submitted  for  screening  action. 

(7)  When  property  is  excess  to  a  pro¬ 
duction  contract,  a  statement  as  to 
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(3)  After  AMC  Centers  have  completed  will  also  be  screened  with  appropriate 
on-site  screening,  the  plant  clearance  services. 

officer  will  submit  listings  of  unselected  (1)  Navy  aviation  items  will  be 
items  to  WRUTP,  WRAMA,  with  advice  screened  with  the  Aviation  Supply  Of- 
that  on-site  screening  has  been  com-  flee.  Department  of  Navy,  Attn:  CDO-A, 
pleted.  Philadelphia,  Pa. 

(4)  WRUTP,  WRAMA  will  screen  ex-  (2)  Army  aviation  items  and  Trans- 

cess  listings  with  contractors,  AF  ac-  portation  Corps  items  will  be  screened 
tivities,  DOD,  and  other  Government  with  Transportation,  Supply  &  Mainte- 
agencies  for  authorized  requirements  and  nance  Command  (TCSMC-PN),  P.O. 
will  forward  appropriate  disposal  in-  Box  209,  Main  Street,  St.  Louis,  Missouri, 
structions  to  plant  clearance  officers.  (r)  Screening  will  be  accomplished  as 

(j)  Special  tooling:  See  §  1008.510.  set  forth  in  paragraphs  (a)  through  (q) 
<k)  GFAE:  See  AMCR  65-19.  of  this  section  except  as  indicated  below : 

(l)  Bailed  property  will  be  screened  (1)  Property  in  N-4,  E-4,  0-4,  R-3, 
in  accordance  with  the  provisions  of  Rr-4  and  X  condition  is  exempt  from 
§  1013.2004(c)  (13)  (ii)  and  (iii)  of  this  screening.  This  exemption  includes 
chapter.  When  instructions  exist  in  a  bailed  property. 

bailment  agreement  for  the  return  of  (2)  Work-in-Process  (Schedule  C,  DD 
bailed  property,  the  Property  Adminis-  Form  544)  is  exempt  from  screening, 
trator  will  obtain  a  reaffirmation  of  those  (3)  Property  exempted  in  §  8.505-1  (c) 
instructions.  If  no  return  instructions  through  (f)  of  this  title. 

exist  in  a  bailment  agreement  or  the  §  1008.S05-2  Screening  period, 
specified  activity  has  indicated  no  re- 

quirement,  the  plant  clearance  officer  The  Plant  clearance  officer  will  not 
will  screen  excess  bailed  items  for  prime  notify  the  contractor  that  property  may 
commodity  classes  requirements  as  set  be  s°ld  or  disposed  of  until  written  re- 
forth  in  paragraph  (p)  of  this  section  lease  is  received  from  the  screening 
and/or  other  appropriate  activities,  i.e.  agency. 

other  services.  Bailed  property  excess  §  1008.505-3  Acquisition  by  the  Gov- 

to  an  ARDC  bailment  contract  will  be  ernment. 

screened  concurrently  with  the  ARDC  ^ 

Center  that  issued  the  bailment  agree-  .  Transfer  of  excess  contractor  mven- 
ment.  A  copy  of  the  shipping  document  torJ  to  Department  of  Defense  activities 
evidencing  disposition  will  be  forwarded  and  other  Government  agencies  will  be 
the  office  that  initiated  the  bailment  °n  a  non-reimbursable  basis.  General 
agreement  Services  Administration  approval  is  re- 

(m)  IRAN  and  modification  contracts:  duired  for  Property  transferred  to  other 
All  excess  property  generated  under  Government  agencies. 

IRAN  and  Modification  contracts  will  be  §  1008.505-50  Transfers  to  the  Civil  Air 
disposed  of  according  to  contract  pro-  Patrol. 

’Ssrss-s  rrvrf  *? 

and  Development  Contract  on  a  non-reimbursable  'basis  under  au- 

eI£"  thority  of  10  U.S.C.  9441  and  AFR  65-46 

velopment*  Division  ^contract  *  exceSes  'SuppIy  and  Maintenance  for  Civil  Air 
yeiopmem  Division  contract  excesses  Patroi)  The  Civil  Air  Patrol  will  have 

Tin?  wTfI?5'  priority  of  selection  over  all  activities 

ment  Division.  Attn.  WWSS,  Wnght-  participating  m  the  donation  program 
Patterson  APB,  Ohio,  for  screening  with  f§  1008.508>.  All  requests  for  transfer 
pertinent  project  engineers  and  labora-  under  this  authorlty  wiu  be  $ent  Hq 

,  .  ...  ...  CAP-USAP,  Washington  25,  D.C.  for  ap- 

(o)  All  other  excess  contractor  inven-  al  wlth  an  informaUon  copy  to  the 

tory  which  can  be  related  to  a  contract  appllcaWe  AF  screening  agency.  How- 
end  item  (facility  excesses  described  in  no  transfers  wU1  be  executed  under 

paragraphs  (h>  and  O)  of  this  section  thls  authorlty  untll  the  property  ls  re. 
and  experimental  Property  in  paragraph  leased  (or  disposal  by  the  applicable  AF 

(n)  of  this  section  excluded)  will  be  re-  s„.eening  agency, 
ported  to  the  Processing  Control  Branch, 

Operations  Support  Division,  Directorate  §  1008.507  Sale  or  other  disposition  of 
of  Materiel  Management  at  the  AMA  or  termination  inventory, 

depot  having  prime  logistic  responsibil-  §  1008.507-1  General.  * 
ity  for  the  end  item.  This  activity  will  TT  .  . 

effect  screening  for  logistic  support  and  °nder  n°  circumstances  whatsoever 
base  activities  Wl11  Pr°Perty  be  sold  on  credit.  Contrac- 

(p>  When  excess  contractor  inventory  tor  inventory  will  not  be  sold  to  debarred 
cannot  be  related  to  a  contract  end  item  ‘■jellg'ble  or  suspended  bidders  (§  F601-1 
(bailed  property,  cases  where  end  item  //his  title  and  Subpart  F.  Part  1001  of 
is  a  report,  etc.)  screening  will  be  ac-  tms  chapter), 
complished  by  the  Processing  Control  §  1008.507-2  Competitive  sales. 

Branch  at  each  AMA  or  depot  where  <a>  (C) .  gee  §  8.507-2  (a)  to  (c)  of 

appropriate  prime  commodity  classes  are  this  title. 

located.  (d)  Contractor  sales.  Contractor 

(q)  Excess  contractor  inventory  com-  sales  may  be  made  of  property  owned 
mon  to  other  services  will  be  screened  by  the  contractor  or  by  the  Government, 
by  the  plant  clearance  officer  with  those  if  the  Government  has  the  right  to  re¬ 
services  after  AF  requirements  have  ceive  the  proceeds  of  sale  or  a  credit  for 
been  honored.  Property  excess  to  con-  such  proceeds.  If  a  sales  contract  re¬ 
tracts  that  quoted  Army  and  Navy  funds  quires  approval  of  a  contracting  officer, 


whether  or  not  the  items  appear  on  the 
spare  parts  provisioning  list 
.b)  Other  forms.  Three  (3)  copies  of 
Aj»po  Form  50,  “Preventive  Mainte¬ 
nance  Requirements  and  Technical  In¬ 
spection  of  USAF  Vehicular  Equipment,” 
will  be  furnished  when  automobiles  and 
other  vehicles  are  listed.  The  Form 
will  be  prepared  by  qualified  mainte¬ 
nance  inspectors  according  to  T.0.00- 
20B-5. 

§  1008.505-1  Scope  of  screening. 

(a)  to  (f)  See  §  8.505-1  (a)  to  (f)  of 
this  title. 

(g)  Fifteen  (15)  copies  of  inventory 
schedules  will  be  submitted  to  each 
screening  activity. 

(h)  Controlled  Industrial  Production 
Equipment  that  has  been  declared  ex¬ 
cess  to  the  Industrial  Equipment  Pro¬ 
duction  Support  Inventory  will  be 
reported  to  the  Plant  Clearance  Branch 
(WRUTP),  Technical  Support  Division, 
Directorate  of  Industrial  Production 
Equipment,  WRAMA.  Separate  inven¬ 
tory  schedules  will  be  prepared  for  each 
FSC  or  SCC  Group  (i.e.  3400  Group; 
3900  Group,  6600  Group)  regardless  of 
the  number  of  FSC  or  SCC  Groups  on 
the  Shipping  Authorization  that  trans¬ 
ferred  the  property  to  plant  clearance 
status. 

(1)  WRUTP  will  screen  for  AF,  DOD 
and  other  Government  agencies  require¬ 
ments  in  accordance  with  §  8.505-1  (b) 
of  this  title  and  will  forward  appropriate 
disposal  instructions  to  plant  clearance 
officers.  FSC  3400  controlled  industrial 
production  equipment  will  be  shipped  to 
Air  Force  activities  only  upon  receipt 
of  shipping  instructions  or  approval 
from  WRUTP,  WRAMA. 

(2)  A  copy  of  the  shipping  document 
evidencing  final  disposition  will  be  for¬ 
warded  to  WRUTP,  WRAMA.  This  doc¬ 
ument  will  indicate  the  method  of 
disposal,  and  in  the  event  disposal  was 
by  sale,  the  amount  of  sales  proceeds. 

(i)  Excess  Non-Controlled  Industrial 
Production  Equipment  will  he  re¬ 
ported  to  the  Plant  Clearance  Branch 
(WRUTP),  Technical  Support  Division, 
Directorate  of  Industrial  Production 
Equipment,  WRAMA.  Currently  with 
reporting  excesses  to  WRUTP,  informa¬ 
tional  copies  of  listings  will  be  furnished, 
in  duplicate,  to  each  AMC  Center:  AMC 
Aeronautical  Systems  Center  (LMBIM) , 
Wright-Patterson  AFB,  Ohio ;  AMC  Elec¬ 
tronic  Systems  Center  (LEPP) ,  Laurence 
G.  Hanscom  Field,  Bedford,  Massachu¬ 
setts;  AMC  Ballistic  Missiles  Center 
(LBEBS),  AF  Unit  Post  Office,  Los  An¬ 
geles  45,  California. 

(1)  When  the  acquisition  cost  of  the 
excess  listing  is  less  than  $50,000,  AMC 
Centers  will  maintain  information  copies 
for  contractors’  review  and  will  refer 
contractors  desiring  approved  items  to 
WRUTP,  WRAMA  for  determination  of 
availability. 

(2)  When  the  acquisition  cost  of  the 
excess  listing  exceeds  $50,000,  the  AMC 
Center  having  cognizance  over  the 
facility  contract  will  advise  the  plant 
clearance  officer  and  WRUTP,  WRAMA 
within  five  (5)  days  after  receipt  of  list¬ 
ings  as  to  whether  or  not  on-site  screen¬ 
ing  is  desired. 
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mvided  the  price  is  fair  and  reasonable 
nd  is  not  less  than  that  which  could  be 
PtDected  by  a  competitive  sale.  Property 
nder  a  facilities  lease  may  not  be  sold  on 
a  negotiated  basis.  A  property  disposal 
review  board  will  review  sales  without 
competitive  bids  whenever  the  acquisi¬ 
tion  cost  of  the  property  exceeds  $25,000. 
tn  addition  to  the  aforementioned  re¬ 
view  the  sale  will  be  subject  to  the  ap¬ 
proval  of  the  Hq  AMC  Property  Dispo¬ 
sal  Review  Board  if  the  acquisition  cost 
of  the  property  sold  without  competitive 
bid  exceeds  $100,000. 

(b)  to  (c)  See  §  8.507-3  (b)  to  (c)  of 
this  title. 

(d)  Production  generated  scrap  pro¬ 
cedures.  Contractor  manufactured 
parts,  castings,  extrusions,  etc.  peculiar 
to  the  end  item  being'  produced,  which 
have  been  rendered  excess  due  to  en¬ 
gineering  changes,  and  which  are  not 
carried  in  the  Air  Force  inventory  may 
be  scrapped  without  further  screening 
through  the  contractor’s  scrap  and  sal¬ 
vage  procedures  according  to  §  30.2,  Ap¬ 
pendix  B,  paragraph  403  of  this  title. 
These  items  will  be  listed  in  any  accept¬ 
able  manner  (i.e.  tag,  work  order,  etc.) 
certified  by  the  contractor  and  AF  rep¬ 
resentative  as  being  excess  and  peculiar 
to  the  end  item,  and  then  released  for 
disposal  under  the  approved  scrapping 
procedures. 

§  1008.507—4  Proceeds  of  sales. 


(a)  The  proceeds  from  the  sale  of  con¬ 
tractor  inventory  will  be  credited  to  the 
contract  under  which  the  property  was 
acquired  or  furnished  if  the  following 
conditions  are  fulfilled: 

(1)  The  contract  allows  any  one  or 
combination  of  the  following  procedures. 

(1)  That  the  proceeds  may  be  applied 
in  reduction  of  the  contract  price. 

(ii)  That  the  proceeds  may  be  applied 
to  reduce  the  cost  of  the  work  under  the 
contract. 

(iii)  That  the  proceeds  may  be  ap¬ 
plied  as  the  contracting  officer  may 
direct. 

(2)  Payments,  either  actual  or  antici¬ 
pated  in  the  near  future,  remain  due  to 
the  contractor  under  the  applicable 
contract. 

(3)  In  the  event  it  cannot  be  deter¬ 
mined  which  contract  generated  the  in¬ 
ventory,  or  if  the  inventory  came  from  a 
multiple  funded  contract,  then  the  pro¬ 
ceeds  will  be  credited  as  the  contracting 
officer  directs. 

(b)  If  the  proceeds  from  the  contrac¬ 
tor’s  sale  of  contractor  inventory  are  not 
credited  to  an  AF  contract  or  termination 
claim,  DD  Form  732  “Account  of  Sales  of 
Public  Property  at  Public  Auction  or  on 
Sealed  Proposals”  will  be  used.  DD  Form 
732  will  be  prepared,  executed,  and  dis¬ 
tributed  by  the  plant  clearance  officer  in 
the  number  of  copies  require  by  the  ac¬ 
tivity  receiving  the  proceeds.  The  fol¬ 
lowing  notation  will  be  attached:  “To 
cover  the  sale  of  Government-owned 
property  which  has  been  determined  by 
competent  authority  to  be  surplus  to  the 
needs  of  the  Federal  Government”  (or, 
if  scrap  and  salvage) ,  “which  has  been 
determined  by  competent  authority  to  be 
scrap  or  salvage.” 

(c)  Direct  sales:  The  plant  clearance 
officer  shall  collect  bid  deposits  and  pro¬ 


ceeds  and  forward  such  proceeds  by  let¬ 
ter  to  the  appropriate  APD/AFPR  ac¬ 
counting  office  on  the  next  workday  fol¬ 
lowing  the  date  of  collection.  When  a 
deposit  is  inclosed  with  a  sealed  bid,  the 
date  of  collection  is  the  date  the  bid  is 
opened.  The  accounting  office  will  ac¬ 
knowledge  receipt  by  indorsement  by  the 
close  of  the  workday  following  receipt. 
The  proceeds  of  a  sale  will  be  accom¬ 
panied  by  a  copy  of  the  executed  con¬ 
tract,  Standard  Form  114* 

(d)  Indorsement:  Any  payment  in¬ 
strument  drawn  in  favor  of  the  Treas¬ 
urer  of  the  United  States  will  be  indorsed : 

For  credit  to  the 

Treasurer  of  the  United  States 

Date: _ 

(Name  of  Plant  Clearance  Officer  or  Con- 
-  tracting  Officer) 

(Installation) 

§  1008.507—5  Applicability  of  anti-trust 
laws. 

(a)  Pursuant  to  §  8.507-5  of  this  title, 
whenever  property  with  a  total  acquisi¬ 
tion  cost  of  $3,000,000  or  more  is  offered 
for  sale  by  a  competitive  bid  a  provision 
comparable  to  the  following  statement 
will  be  included  in  the  Invitation  For 
Bid: 

If,  under  this  invitation,  a  bidder  is  the 
successful  bidder  of  property  with  a  total 
acquisition  cost  of  $3,000,000  or  more,  the 
award  will  be  subject  to  a  determination  by 
the  Attorney  General  that  the  award  will  not 
be  incompatible  with  existing  Anti-Trust 
Laws. 

(b)  In  a  negotiated  sale  of  property 
with  a  total  acquisition  cost  of  $3,000,000 
or  more,  the  prospective  purchaser  will 
be  informed  that  final  consummation  of 
the  sale  is  subject  to  determination  by 
the  Attorney  General  that  the  sale  would 
not  be  incompatible  with  existing  Anti- 
Trust  Laws. 

(c>  The  plant  clearance  officer,  after 
receiving  and  opening  the  competitive 
bids  and  determining  the  prospective 
purchaser  or  if  a  negotiated  sale,  upon  a 
tentative  agreement  as  to  prices  and 
terms,  will  send  the  following  informa¬ 
tion  to  the  Commander  AMC,  Attention: 
MCPKP. 

(1)  With  respect  to  the  purchaser: 

-  (i)  Full  name  and  address  of  proposed 
purchaser,  including  principal  place  of 
business. 

(ii)  If  a  corporation,  give  State  and 
date  of  incorporation. 

(iii)  If  a  partnership,  give  names  and 
home  addresses  of  partners  and  date 
when  incorporated. 

(iv)  Names  and  addresses  of  affiliates, 
if  any. 

(v)  Nature  of  business  (products  pro¬ 
duced  or  handled) . 

(vi)  Geographical  area  of  operations, 
name  State  or  States  (U.S.A.)  or  foreign 
countries  where  business  is  conducted. 

(vii)  U.S.  dollar  sales  volume  for  lat¬ 
est  calendar  or  fiscal  year. 

(viii)  Net  worth. 

(2)  Other  data: 

(i)  Location  and  brief  description  of 
the  property  covered  by  the  proposed 
award. 

(ii)  Acquisition  cost  to  the  property 
other  than  patents,  processes,  techniques 
and  inventories. 


(iii)  If  the  property  is  scrap,  the 
tonnage. 

(iv)  If  the  proposed  sale  is  by  com¬ 
petitive  bid,  the  invitation  number,  the 
number  of  bids  solicited,  and  the  number 
of  bids  received. 

(v)  If  the  proposed  sale  is  by  negotia¬ 
tion,  the  extent  of  the  competition  ob¬ 
tained,  and  the  amount  to  be  paid  by 
and  other  consideration  to  be  received 
from  the  proposed  purchaser  for  the 
property. 

(vi)  Inclusion  of  the  question  in  the 
message  to  MCPKP  is  unnecessary,  how¬ 
ever,  answers  to  questions  will  be  iden¬ 
tified  by  subdivision  designation  (i.e. 
(i),  (ii),  (iii),  etc.)  and  sequence  in  the 
same  order  as  above.  The  Plant  Clear¬ 
ance  Branch  (MCPKP),  AMC  will  for¬ 
ward  the  information  to  the  Department 
of  Justice,  Anti-Trust  Division  and  the 
General  Services  Administration.  Con¬ 
summation  of  the  sale  will  await  notifi¬ 
cation  from  AMC  that  the  sale  is  not 
incompatible  with  existing  Anti-Trust 
Laws. 

§  1008.507—50  Utilization,  redistribu¬ 
tion  and  disposal  of  contractor  in¬ 
ventory — f  oreign. 

§  1008.507-501  Scope. 

(a)  This  paragraph  applies  to  the 
utilization,  redistribution  and  disposal  of 
contractor  inventory  (as  defined  in 
§  8.101-5  of  this  title)  generated  as  a 
result  of  overseas  procurement  and  in¬ 
cludes  Government-owned  and  Govern¬ 
ment-furnished  property.  Excess  Gov¬ 
ernment  property  under  the  control  of 
a  specific  Government  activity  (e.g. 
machine  tools)  will  not  be  subject  to  the 
provisions  of  this  paragraph  unless  the 
controlling  activity  releases  the  prop¬ 
erty  for  disposition  action. 

(b)  Property  which  has  become  ex¬ 
cess  or  obsolete  by  reason  of  contract 
modification,  price  redetermination,  or 
engineering  change  under  a  fixed-price 
type  contract  will  be  disposed  of  accord¬ 
ing  to  appropriate  provisions  of  this  par¬ 
agraph,  if  the  cost  of  such  property  i£ 
included  in  the  contractor’s  claim  for 
an  equitable  adjustment  in  price.  All 
property  which  has  become  obsolete  or 
excess  by  reason  of  contract  modifica¬ 
tion,  price  redetermination,  or  engineer¬ 
ing  change  under  a  cost-reimbursement- 
type,  labor-hour  or  time-and-material 
contract  will  be  disposed  of  according  to 
appropriate  provisions  of  this  paragraph. 
If  such  obsolete  or  excess  contractor  in¬ 
ventory  has  been  retained  or  disposed  of 
by  the  contractor  at  prices  approved  by 
the  termination  contracting  officer,  or 
properly  authorized  plant  clearance  of¬ 
ficer,  according  to  this  paragraph,  the 
amount  agreed  upon  for  the  retention  or 
the  amount  realized  from  the  disposition 
will  be  recognized  as  a  proper  credit  to 
be  allowed  for  the  property. 

(c)  “Foreign  excess  property”  means 
contractor  inventory  located  outside  the 
United  States,  Alaska,  Hawaii,  Panama 
Canal  Zone,  Puerto  Rico,  and  Virgin  Is¬ 
lands,  and  excess  to  the  needs  of  the 
oversea  command  in  which  located. 
Foreign  excess  contractor  inventory  lo¬ 
cated  in  Canada  will  be  disposed  of 
through  the  Crown  Assets  Disposal  Cor¬ 
poration  (CADC) ,  according  to  agree- 
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ment  between  the  United  States  and 
Canada. 

(d)  Since  it  is  impossible  to  antici¬ 
pate  the  effect  of  the  laws,  customs,  and 
practices  of  each  foreign  country,  this 
paragraph  is  confined  to  those  policies 
which  appear  susceptible  to  uniform 
application.  To  the  extent  this  para¬ 
graph  is  silent,  the  policies  established  in 
Subpart  E,  Part  8  of  this  title,  will  gov¬ 
ern.  Requests  for  deviations  from  Sub¬ 
chapter  A,  Chapter  1  of  this  title  because 
of  conflict  with  foreign  law  or  custom 
should  be  sent  to  AMC  (MCPC) ,  through 
MCPKP.  Any  conflicts  between  this 
paragraph  or  Subchapter  A,  Chapter  1  of 
this  title  and  existing  agreements,  trea¬ 
ties,  memoranda  of  understanding,  etc. 
between  a  foreign  country  and  the 
United  States  will  be  resolved  in  favOr 
of  the  agreement,  treaty,  or  memoranda 
of  understanding. 

§  1008.507—502  Appointment  of  plant 
clearance  officers. 

The  Contracting  Officer  may  perform 
the  plant  clearance  functions  or  may 
designate  an  individual  to  assume  these 
responsibilities  except  that  no  individual 
may  be  appointed  the  plant  clearance 
officer  for  excess  contractor  inventory 
who  previously  was  responsible  for  the 
property  accountability  of  such  in¬ 
ventory. 

§  1008.507—503  Statement  of  alloca- 
bility. 

The  provisions  of  §  1008.503-50  apply. 

§  1008.507—504  Screening  process. 

(а)  Unless  specified  otherwise,  dis¬ 
posal  of  excess  oversea  contractor  in¬ 
ventory  not  retained  by  the  contractor 
according  to  §  8.502  of  this  title  will  be 
accomplished  in  the  following  descend¬ 
ing  order  of  preference. 

(1)  Transfer  to  another  requiring  AF 
contract  within  the  same  general  local¬ 
ity  (i.e.,  same  country  or  vicinity) . 

(2)  Transfer  to  another  requiring  AF 
contract  located  within  the  geographical 
•jurisdiction  of  the  major  air  command. 

(3)  Transfer  to  another  requiring  AF 
contract  located  outside  the  geographical 
jurisdiction  of  the  major  air  command 
including  the  Zone  of  Interior. 

(4)  Transfer  to  satisfy  supply  require¬ 
ments  of  the  major  oversea  command 
where  the  property  is  located. 

(5)  Transfer  to  satisfy  other  military 
requirements  within  the  major  oversea 
command. 

(б)  If  no  requirements  develop 
through  the  above  actions,  line  items 
costing  in  excess  of  $5,000,  will,  except 
as  provided  in  paragraph  (d)  of  this 
section,  be  listed  on  inventory  schedules 
(Subpart  E,  Part  8  of  this  title),  and 
screened  in  accordance  with  §  1008.505 
for  ConUS  AP  requirements.  If  60  days 
after  submission  of  inventory  schedules, 
no  shipping  instructions  are  received, 
the  property  (unless  it  is  critical  or  stra¬ 
tegic  materials)  may  be  disposed  of  sub¬ 
ject  to  §§  1008.507-508  and  1008.507-509. 
If  necessary  this  screening  may  be  ac¬ 
complished  concurrently  providing  the 
priorities  established  above  will  control 
in  the  case  of  competing  requisitions. 

(b)  When  screening  foreign  excess 
contractor  inventory  within  the  major 


oversea  command,  it  is  not  necessary  to 
screen  line  items  where  the  acquisition 
cost  is  less  than  $300  or  total  invento¬ 
ries  where  the  acquisition  cost  is  less 
than  $2,500  unless  special  circumstances 
make  it  desirable  to  do  so. 

(c)  Foreign  excess  contractor  inven¬ 
tory  determined  to  be  scrap  or  salvage 
will  be  disposed  of  locally  unless  critical 
or  strategic  materials  are  involved. 

(d)  Purchased  parts,  finished  com¬ 
ponents,  finished  products,  and  work-in¬ 
process  excess  to  a  contractor’s  require¬ 
ments  need  not  be  screened  for  ZI  re¬ 
quirements  unless  critical  or  strategic 
materials  are  involved.  Strategic  or 
critical  materials  will  be  reported  to 
AMC  (MCPKP)  and  held  for  disposal 
instructions. 

§  1008.507—505  Inventory  descriptions. 

Foreign  contractor  inventory  will  be 
reported  on  the  forms  prescribed  by 
§§  8.802-4  through  8.802-8  of  this  title, 
or  on  substantially  similar  forms. 

(a)  The  descriptions  of  items  to  be 
screened  within  the  oversea  area  will  be 
determined  by  the  requirements  of  the 
screening  activities.  The  following  min¬ 
imum  information  should  be  included: 
size,  shape,  weight,  specifications,  manu¬ 
facturer’s  name  or  part  number,  applica¬ 
tion,  percentage  of  completion,  condi¬ 
tion,  estimated  cost,  AF  stock  number 
and  any  other  information  which  would 
assist  the  screening  activity  in  identify¬ 
ing  the  property. 

(b)  Inventory  screened  within  the  ZI 
will  be  listed  on  the  forms  (15  copies) 
prescribed  in  §§  8.802-4  through  8.802-8 
of  this  title.  However,  if  the  number  of 
line  items  is  not  large  or  voluminous, 
substantially  the  same  information  can 
be  furnished  in  a  letter  of  transmittal  or 
electrically  transmitted  message. 

§  1008.507—506  Inventory  transfer. 

The  United  States  diplomatic  or  con¬ 
sular  representative  in  the  country  in 
which  the  property  is  located  and  such 
representative  in  the  country  in  which 
the  property  may  be  transferred  accord¬ 
ing  to  situations  cited  in  §  1008.507-504 
will  be  consulted  with  regard  to  possible 
customs,  duties,  and  taxes,  or  other  lim¬ 
itations  upon  import  or  export  of  the 
property,  applicable  under  the  laws  of 
the  countries  involved.  Where  compli¬ 
ance  with  applicable  laws  would  make 
the  transfer  uneconomical  the  property 
will  be  disposed  of  by  one  of  the  other 
methods  set.forth  in  §  1008.507-504. 

§  1008.507—507  Transfer  of  excess  con¬ 
tractor  inventory  to  agencies  of  the 
U.S.  Government. 

AF  excess  contractor  inventory  may  be 
transferred  within  the  Department  of 
Defense  and  to  other  Government  agen¬ 
cies  without  reimbursement.  Packing, 
handling  and  crating  costs  incident  to 
the  transfer  will  be  borne  by  the  receiv¬ 
ing  agency.  These  costs  will  either  be 
actual  or  estimated  and  will  be  subject 
to  price  negotiations  between  the  de¬ 
partments  concerned.  Transportation 
charges  incident  to  transfers  mentioned 
above  will  be  the  responsibility  of  the  re¬ 
cipient  agency,  which  will  furnish  the 
necessary  authorizations. 


§  1008.507-508  Sales. 

(See  also  §  8.507-6  of  this  title.) 

(a)  The  Commander  of  an  oversea 
major  command,  or  his  designated  rm. 
resentative,  will  establish  and  maintain 
liaison  with  United  States  diplomat 
representatives  and/or  consular  offices 
and  will  advise  such  personnel  ingn. 
vance  regarding  the  disposition  of  for. 
eign  excess  contractor  inventory,  in  0r! 
der  that  comments  and  suggestions  of 
the  Department  of  State  may  be  ob¬ 
tained  with  respect  to  the  proposed  dis- 
posal.  Disposal  plans  will  include,  if 
possible,  the  names  of  prospective  bid- 
ders  or  any  proposed  sale  involving  prop! 
erty,  having  a  total  acquisition  cost  of 
$250,000  or  more.  It  is  not  intended  that 
the  diplomatic  missions  will  be  concerned 
with  the  determination  of  the  value  of 
the  items  to  be  disposed  of.  The  receipt 
of  such  plans  will  afford  the  diplomatic 
missions  an  opportunity  to  consider  pos¬ 
sible  foreign  policy  aspects,  and  to  trans¬ 
mit  to  the  AF  activity  concerned  any 
views  of  such  aspects,  together  with  any 
available  information  regarding  particu. 
lar  purchases  or  other  matters  which 
may  be  helpful  in  concluding  a  sale. 
Sales  involving  property  having  a  total 
acquisition  cost  of  less  than  $250 ,000,  but 
in  excess  of  $50,000  will  be  reported  to 
the  diplomatic  mission  at  the  completion 
of  the  sale. 

(b)  Notwithstanding  the  above,  any 
sales,  regardless  of  the  total  acquisition 
cost  of  property,  which  might  have  a  sig¬ 
nificant  effect  on  the  economic  or  po¬ 
litical  situation  in  a  particular  area, 
should  be  discussed  with  the  appropriate 
diplomatic  mission  before  the  sale  is 
made. 

(c)  The  general  policy  of  the  Air 
Force  is  to  sell  foreign  excess  property 
by  competitive  bids.  However  under 
conditions  indicated  in  §  8.507-3  of  this 
title  sales  may  be  made  without  com¬ 
petitive  bids  (negotiated  sales) .  In  those 
cases  where  a  foreign  government  is  a 
party  to  a  contract  or  agreement  for  the 
sale  of  United  States  foreign  excess  prop¬ 
erty,  the  authorization  and  execution  of 
such  contract  or  agreement  will  be  ef¬ 
fected  only  with  the  prior  approval  of 
the  diplomatic  mission  in  the  country 
concerned. 

(d)  The  contractor  is  required  to  use 
its  best  efforts  to  sell  termination  inven¬ 
tory  (see  contract  termination  clause), 
including  termination  inventory  in  the 
possession  of  subcontractors,  in  the  man¬ 
ner,  at  the  times,  to  the  extent,  and  at 
the  price  or  prices  directed  or  authorized 
by  the  termination  contracting  officer. 
In  those  oversea  areas  where  disposal 
agencies  of  the  Air  Force  or  other  mili¬ 
tary  source  are  established,  such  disposal 
agencies  may  be  used  for  disposal  of 
surplus  contractor  inventory.  Local  con¬ 
ditions  and  the  economics  of  a  particular 
situation  should  determine  the  advisa¬ 
bility  of  using  either  a  contractor  sale  or 
the  services  of  the  established  disposal 
agency.  Personnel  of  the  procuring  ac¬ 
tivity  will  not  themselves  undertake  sales 
of  surplus  contractor  inventory  unless 
specific  approval  is  obtained  from  the 
chief  of  the  foreign  procurement  activity 
or  his  delegated  representative.  » 

(e)  Custom  duties,  taxes,  or  similar 
charges  may  be  levied  by  certain  foreign 
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<rnvernments  against  the  seller  or  pur- 
hlser  of  foreign  excess  property  sold 
Sii  their  jurisdiction.  Therefore,  in 
Edition  to  the  requirements  of  §  8.507- 
fi?b)  of  this  title,  each  sales  offering  will 
b  elude  a  statement  and  each  contract 

include  a  clause  providing  that  the 
nurchaser  will  pay  all  duties,  taxes,  etc. 

J nd  furnish  the  AF  contracting  officer 
receipts  therefor,  prior  to  the  release  of 
the  property.  The  United  States  diplo¬ 
matic  or  consular  representative,  in  the 
m-ea  where  the  sales  are  to  be  made,  will 
be  consulted  and  requested  to  effect  ap¬ 
propriate  arrangements  with  the  foreign 
government  concerned  regarding  the  col¬ 
lection  of  duties  and  taxes. 

(f)  All  notices  of  sale  and  all  sales 
contracts  will  include  the  following 
provisions : 

The  property  sold  hereunder  will  not  be 
imported  into  the  United  States  of  America, 
unless  the  Secretary  of  Agriculture  (in  the 
case  of  any  agricultural  commodity,  food, 
or  cotton  or  woolen  goods) ,  or  the  Secretary 
of  Commerce  (in  the  case  of  any  other 
property)  has  determined  that  the  importa¬ 
tion  of  such  property  would  relieve  domestic 
gbortages  or  otherwise  be  beneficial  to  the 
economy  of  the  United  States,  and  this  sale 
Is  made  expressly  subject  to  this  condition. 

(g)  ApplicalJUity  of  antitrust  laws: 
The  provisions  of  §  1008.507-5  apply  to 
oversea  plant  clearance. 

§  1008.507—509  Disposal  of  Air  Force 
foreign  excess  contractor  inventory 
by  Army  and  Navy. 

When  AF  foreign  excess  contractor  in¬ 
ventory  is  transferred  to  the  Depart¬ 
ments  of  Army  and  Navy  activities  for 
disposal,  pursuant  to  local  agreements  or 
to  orders  of  the  theater  commanders,  the 
responsibility  to  comply  with  State  De¬ 
partment  requirements  outlined  in  this 
section  is  the  responsibility  of  the  serv¬ 
ice  making  disposal. 

§  1008.507—510  Proceeds  of  sales. 

(a)  Foreign  currency:  (1)  Ordinarily, 
all  sales  of  foreign  excess  contractor  in¬ 
ventory  will  be  made  for  United  States 
dollars  or  for  the  equivalent  in  currency 
which  is  readily  convertible  into  United 
States  dollars.  When  United  States  dol¬ 
lars  are  not  available  and  it  is  proposed 
to  accept  foreign  currency,  prior  approval 
will  be  obtained  from  the  treasury  at¬ 
tache  of  the  staff  of  the  United  States 
diplomatic  mission,  except  where  the 
amount  involved  does  not  exceed  $5,000 
as  set  forth  below. 

(2)  In  countries  where  there  is  no 
treasury  attache  on  the  staff,  such  cases 
will  be  submitted  direct  to  the  Office  of 
International  Finance,  United  States 
Treasury  Department,  Washington  25, 
D.C.  Where  the  amount  involved  in  an 
individual  transaction  does  not  exceed 
$5,000  the  Treasury  Department  has  au¬ 
thorized  the  Department  of  Defense  to 
accept  such  amounts  without  consulta¬ 
tion,  provided  that: 

(i)  Assurance  has  been  obtained 
through  the  local  State  Department  rep¬ 
resentative  that  such  currency  may  be 
used  in  payment  of  any  and  all  United 
States  Government  expenditures  in  that 
country. 

(ii)  It  is  not  feasible  to  sell  the  prop¬ 
erty  for  United  States  dollars  or  to  ship 


such  property  to  a  country  (but  not  the 
United  States,  except  where  property  is 
of  a  type  authorized  for  return)  where 
is  may  be  sold  for  United  States  dollars 
or  for  a  freely  convertible  foreign 
currency. 

(iii)  It  is  not  a  country  under  occupa¬ 
tion  by  United  States  forces. 

(iv)  It  is  not  a  country  whose  assets 
in  United  States  are  blocked  under 
Treasury  Department  regulations. 

(v)  It  is  not  in  a  country  with  which 
diplomatic  relations  are  not  maintained. 

(b)  Proceeds  of  sales  conducted  by 
the  contractor  will  be  credited  to  the 
contract.  Proceeds  of  sales  by  other 
disposal  agencies  will  be  credited  as  the 
appropriate  finance  activity  directs. 

§  1008.507—511  Review  of  properly 
disposal. 

(a)  General.  No  person  will  serve  as 
a  member  of  a  property  disposal  review 
board  when  it  reviews  or  approves  a 
proposed  disposition  in  which  such  per¬ 
son  participated. 

(b)  Property  disposal  review  board; 
foreign.  Each  board  will  be  composed 
of  at  least  three  qualified  officers  or 
civilian  employees.  The  order  appoint¬ 
ing  the  board  will  designate,  in  each  in¬ 
stance,  the  person  who  will  act  as  a 
recorder  for  the  board  and  will  indicate 
whether  or  not  the  recorder  may  vote. 
An  alternate  will  be  appointed  for  each 
member  of  the  board  if  possible.  Prior 
to  the  appointment  of  any  individual  to 
a  property  disposal  review  board  an 
analysis  will  be  made  of  the  written 
qualifications  and  experience  of  the  in¬ 
dividual  concerned. 

(c)  Required  review.  Reviews  will  be 
conducted  as  required  by  §  8.512-2  of 
this  title. 

(d)  Preparation  of  memorandum  for 
property  disposal  review  board.  The  in¬ 
dividual  submitting  a  proposed  action 
for  consideration  by  a  property  disposal 
review  board  will  prepare  and  furnish  to 
the  board  a  memorandum  setting  forth 
in  sufficient  detail  the  parties  involved, 
nature  of  the  property,  contemplated 
action  and  reasons  therefor,  and  any 
other  information  which  would  enable 
the  board  to  make  a  decision. 

(e)  Procedures  of  property  disposal 
review  boards.  Property  disposal  review 
boards  will  act  promptly  upon  matters 
submitted  to  them  for  action  and  ac¬ 
cording  to  formally  established  proce¬ 
dures.  The  proceedings  of  the  board 
and  the  decision  rendered  will  be  re¬ 
flected  in  a  written  record.  The  recorder 
of  each  board  will  maintain  a  separate 
record  of  each  case  submitted  to  the 
board. 

§  1008.507—512  Storage  of  excess  in¬ 
ventory. 

If,  at  the  expiration  of  the  plant 
clearance  period,  the  contractor  requests 
payment  for  storage  under  a  terminated 
contract,  the  cost  of  such  storage  may  be 
charged  to  settlement  expense.  If  the 
excess  contractor  inventory  is  generated 
other  than  by  termination,  the  costs  of 
storage  may  be  charged  to  the  existing 
contract  or  to  other  available  funds.  If 
this  is  not  possible,  consideration  will  be 
given  to  moving  the  excess  contractor 
inventory  to  a  local  depot. 


§  1008.507—513  Subcontractor  general 

policies. 

Section  8.513  applies. 

§  1008.507—514  Reports. 

The  reports  in  §§  1008.551  and  1008.552 
will  apply. 

§  1008.508  Donations. 

(a)  to  (c)  See  §  8.508  of  this  title. 

(d)  In  addition  to  Department  of 
Health,  Education,  and  Welfare  (D- 
HEW)  activities,  contractor  inventory 
listed  in  the  donable  property  file  may 
be  donated  to  service  education  activi¬ 
ties  listed  in  §  1008.867.  Service  educa¬ 
tion  activities  will  have  priority  of  selec¬ 
tion  during  the  donation  period  of  ten 
(10)  calendar  days.  (The  donation 
period  for  property  reportable  to  Depart¬ 
ment  of  Defense  as  listed  in  §  8.505-1  (b) 
is  fifteen  (15)  calendar  days) .  All  dona¬ 
tions  to  service  education  activities 
must  have  the  prior  approval  of  its  Na¬ 
tional  Headquarters  and  the  General 
Services  Administration.  When  prop¬ 
erty  is  donated  to  a  service  education 
activity,  one  copy  of  the  shipping  docu¬ 
ment  will  be  sent  to  the  State  Agent  for 
D-HEW  in  the  State  where  the  donee  is 
located. 

(e)  Notification  by  the  Headquarters 
of  the  requesting  activity  of  action  on  a 
requested  transfer  or  donation  will  con¬ 
stitute  authority  to  hold  the  property 
for  a  period  not  to  exceed  forty  (40) 
days.  However,  no  donations  will  be  ef¬ 
fected  until  the  property  is  released  for 
disposal  by  the  applicable  AF  screening 
agency. 

(f)  Each  plant  clearance  file  will  in¬ 
dicate:  (1)  The  date  the  case  was  placed 
in  the  donable  property  file,  (2)  the  date 
a  “hold”  was  placed  on  any  selected 
items,  (3)  the  expiration  date  of  any 
forty  (40)  day  “hold”  period,  (4)  cor¬ 
respondence  and  disposition  instructions 
relating  to  any  selected  items,  and  (5) 
the  date  the  case  was  removed  from  the 
donable  property  file. 

§  1008.509  Destruction  or  abandon¬ 
ment. 

(a)  to  (c)  See  §  8.509  of  this  title. 

(d)  If  the  acquisition  cost  of  material, 
including  Government-furnished  prop¬ 
erty,  exceeds  $1,000,  it  will  not  be  de¬ 
stroyed  or  abandoned  without  prior  ap¬ 
proval  of  a  property  disposal  review 
board  according  to  the  provisions  of 
§  8.512-2  (d)  of  this  title.  If  the  acqui¬ 
sition  cost  of  the  material,  including 
Government-furnished  property,  exceeds 
$100,000,  it  will  not  be  destroyed  or 
abandoned  without  obtaining  the  addi¬ 
tional  prior  approval  of  the  Property 
Disposal  Review  Board  located  at  AMC. 
(See  §  1008.512-2(c).) 

§  1008.510  Special  machinery,  tooling 
and  equipment. 

Excess  special  tooling  will  be  screened 
in  the  following  cases: 

(a)  Termination. 

(b)  Contract  completion.  Screening 
will  be  accomplished  according  to 
§  1008.510-53  if  possible. 

(c)  Engineering  changes.  Screening 
is  required  unless  any  one  of  the  follow¬ 
ing  conditions  exist: 
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(1)  The  part  produced  by  the  new 
tooling  is  interchangeable  with  the  part 
produced  by  the  old  tooling. 

(2)  The  old  part  can  be  produced  with 
the  new  tooling. 

(3)  The  old  tooling  was  never  used  in 
the  manufacture  of  an  end  item. 

(d)  Production  method  changes. 
Screening  is  required  unless  any  one  of 
the  following  conditions  exist: 

(1)  Interchangeability  of  the  items 
produced  is  not  affected. 

(2)  The  contractor  has  sufficient  tool¬ 
ing  to  meet  all  production  requirements. 

(3)  The  design  contractor,  if  one 
exists,  has  no  foreseeable  need  for  the 
tooling. 

(e)  Exceptions.  Special  tooling  need 
not  be  screened  if  any  one  of  the  follow¬ 
ing  conditions  exist: 

(1)  The  acquisition  cost  of  the  total 
amount  of  tooling  provided  under  the 
contract  is  less  than  $2,500. 

(2)  The  tooling  is  in  N-4,  E-4,  0-4, 
R-3,  R-4,  or  X  condition. 

(3)  The  tooling  is  scrap  as  defined  in 
§  8.101-17  of  this  title. 

§  1008.510-50  Duties  of  the  local  plant 
clearance  officer. 

When  screening  is  required,  the  local 
plant  clearance  officer  will  insure  that: 

(a)  The  contractor  properly  lists  on 
DD  Form  545,  “Inventory  Schedule  D 
(Dies,  Jigs,  Fixtures,  Etc.,  and  Special 
Tools),"  see  §  8.802-7  of  this  title  (BOB 
No.  22-R077),  by  AF  part  number  the 
parts  produced  by  the  tooling,  or  in  the 
absence  of  part  numbers  furnishes  a  de¬ 
scription  of  the  tooling.  Program 
screening  (§  1008.611-53)  will  not  re¬ 
quire  schedules. 

(b)  Letters  of  transmittal  are  pre¬ 
pared  by  the  local  plant  clearance  of¬ 
ficer  stating  the  following  information: 

(1)  Name  of  contractor  to  which  tool¬ 
ing  is  excess. 

(2)  Design  contractor  if  other  than 
subparagraph  (1)  of  this  paragraph. 

(3)  Contract  number. 

(4)  Type  of  contract  (i.e..  Supply  or 
R&D). 

(5)  Plant  clearance  case  number. 

(6)  Docket  number  if  applicable. 

(7)  Acquisition  cost  of  the  tooling  (es¬ 
timate  will  suffice) . 

(8)  Description  of  the  end  item  pro¬ 
duced  by  the  tooling. 

(9)  Is  end  item  common  to  other  serv¬ 
ices? 

(10)  Designation  of  the  weapon  system 
for  which  subparagraph  (8)  of  this  para¬ 
graph  is  a  component  (if  applicable) . 

(11)  Condition  of  the  tooling. 

(12)  Indicate  contract  clause  which 
controls  contractor’s  obligation  with  re¬ 
spect  to  special  tooling. 

(13)  Why  the  tooling  is  excess  to  con¬ 
tractor’s  requirements. 

(14)  Whether  the  tooling  has  been 
screened  by  the  prime  contractor  and 
found  excess  to  his  needs  for  possible 
utilization  as  checked  below. 

(i)  Current  or  future  use  in  the  manu¬ 
facture  of  spare  parts  under  the  pro¬ 
visioning  program. 

(ii)  Current  or  future  use  on  other 
Government  contracts. 

(iii)  Current  or  future  use  by  subcon¬ 
tractors  on  Government  contracts. 


(15)  The  professional  recommendation 
of  the  plant  clearance  officer  concerning 
the  disposal  of  the  tooling  based  on  dis¬ 
cussions  with  contractor  personnel  and 
other  information. 

(c)  The  inventory  schedules  will  be 
forwarded  to  all  appropriate  screening 
agencies  by  an  original  transmittal  letter. 

§  1008.510—51  Screening  agencies. 

(a)  AMA  or  depot:  Inventory  schedules 
will  be  forwarded  to  the  Processing  Con¬ 
trol  Branch,  Operations  Support  Divi¬ 
sion,  Directorate  of  Materiel  Manage¬ 
ment  at  the  AMA  or  depot  prime  for  the 
item  produced  by  the  tooling.  Screening 
procedures  will  be  established  within  the 
AMA  or  depot,  to  determine  whether 
interested  activities  (supply,  mainte¬ 
nance,  modification,  IRAN,  MAP,  Off¬ 
shore  procurement,  purchasing  office  (if 
located  at  the  AMA  or  depot)  weapons 
phasing  and  program  groups)  have  po¬ 
tential  requirements  and  to  develop  dis¬ 
posal  recommendations. 

(b)  Purchasing  office:  Two  copies  of 
the  schedules  will  be  forwarded  to  the 
office  through  which  procurement  was 
accomplished  (if  not  located  at  the  AMA 
or  depot  prime  for  the  end  item) . 

(c)  Wright  Air  Development  Division 
(WADD) :  Two  copies  of  the  schedule 
will  be  forwarded  to  the  assigned  project 
office  within  WADD  if  the  contract  was 
executed  at  WADD. 

(d)  Department  of  the  Navy:  Three 
copies  of  schedules  listing  excess  AF  spe¬ 
cial  tooling  will  be  forwarded  to  the  Bu¬ 
reau  of  Naval  Weapons,  Department  of 
the  Navy,  Washington  25,  D.C.,  when  the 
end  item  is  common  to  the  Navy.  The 
Navy  will  be  advised  that  special  tooling 
required  by  the  Navy  will  be  transferred 
provided  there  are  no  Air  Force  require¬ 
ments. 

(e)  Department  of  the  Army:  Three 
copies  of  the  schedules  listing  excess  AF 
special  tooling  will  be  forwarded  to  the 
Department  of  the  Army,  WTashington  25, 
D.C.,  when  the  end  item  is  common  to 
the  Army.  Special  tooling  required  by 
the  Army  may  be  transferred,  provided 
there  are  no  Air  Force  requirements. 

(f)  Research  and  Development  con¬ 
tracts  under  which  no  end  items  have 
been  assimilated  within  the  supply  sys¬ 
tem  (this  may  be  determined  from  either 
the  buyer  or  contractor)  will  only  be 
screened  according  to  paragraphs  (b) 
and  (c)  of  this  section. 

§  1008.510—52  Disposal. 

(a)  Disposition  will  be  accomplished 
by  the  local  plant  clearance  officer  ac¬ 
cording  to  the  recommendations  received 
from  screening  agencies  and  in  conform¬ 
ance  with  Subpart  E,  Part  8  of  this  title. 
In  instances  where  dual  requirements  are 
received  as  a  result  of  concurrent  screen¬ 
ing  under  §  1008.510-51,  requirements  of 
the  purchasing  office  will  receive  priority. 
Disposition  will  not  be  accomplished  un¬ 
til  receipt  of  reply  from  all  activities  to 
whom  schedules  were  submitted  accord¬ 
ing  to  §  1008.510-51.  Followup  will  be 
initiated  if  reply  has  not  been  received  in 
40  days. 

(b)  Unless  otherwise  stated,  instruc¬ 
tions  to  dispose  of  tooling  used  in  the 
fabrication  of  a  specific  end  item  under 


a  prime  contract  will  be  sufficient  au 
thority  to  dispose  of  tooling  required  for 
production  of  the  same  end  item  at  a 
subcontractor’s  plant. 

(c)  When  the  screening  agency  de 
sires  retention  of  the  special  tooling  they 
will  state  in  their  recommendation:  U) 
Reason  for  retention,  (2)  the  period  of 
time  it  is  desired  to  retain  the  tooling  in 
storage,  and  (3)  office  responsible  for 
disposal  recommendation  in  the  event 
tooling  is  not  utilized  by  expiration  of  the 
storage  period.  The  designated  plant 
clearance  officer  based  upon  instructions 
received  from  the  screening  agency,  will 
make  arrangements  with  the  contractor 
for  the  storage  of  special  tooling  for  the 
period  requested  by  the  screening  agency 
All  storage  agreements  will  be  prepared 
according  to  §  1008.511  using  the  form 
prescribed  in  §  1008.868.  The  storage 
agreements,  if  possible,  will  be  executed 
on  a  no  cost  basis.  When  a  no  cost  stor¬ 
age  agreement  cannot  be  negotiated,  the 
screening  activity  which  requested  that 
the  tooling  be  stored  shall  be  contacted 
and  provided  with  the  estimated  weight 
of  the  tooling,  the  cubic  area  required  for 
storage,  and  cost  proposal  incident  to 
the  execution  of  a  cost  type  storage  con¬ 
tract.  Screening  activity  will  be  re¬ 
quested  to  furnish  the  necessary  fund 
citation  to  cover  the  cost  type  storage 
contract,  if  after  the  consideration  of  the 
cost  involved,  the  requirements  justify 
the  expenditure  of  funds  to  retain  the 
tooling  in  storage. 

(d)  Two  months  prior  to  the  comple¬ 
tion  of  the  contract,  the  contracting  offi¬ 
cer  will  request  the  plant  clearance  offi¬ 
cer  to  contact  the  activity  (s)  for  which 
the  tooling  was  stored  to  determine 
whether:  (1)  The  tooling  should  be  re¬ 
tained  for  an  additional  period  of  time 
or  (2)  disposition  accomplished  accord¬ 
ing  to  Subpart  E,  Part  8  of  this  title. 

§  1008.510—53  Program  screening. 

The  term  screening  means  the  process 
of  screening  special  tooling  related  to  a 
complete  airframe,  engine,  or  major 
component  before  the  tooling  becomes 
excess  due  to  production  phase-out. 
This  program  will  be  used  whenever  pos¬ 
sible.  The  general  procedures  are  as 
follows: 

(a)  The  local  plant  clearance  officer 
will  determine  through  the  contractor 
when  phase-outs  are  contemplated.  The 
local  plant  clearance  officer  will  screen 
the  special  tooling  with  the  screening 
agencies  by  means  of  a  transmittal  letter 
prepared  according  to  §  1008.510-50  and 
include  the  approximate  date  of  produc¬ 
tion  phase-out.  (Schedules  are  not  re¬ 
quired.  ) 

(b)  Disposition  of  the  tooling  will  be 
accomplished  according  to  the  recom¬ 
mendations  received  from  the  screening 
activities  and  §  1008.510-52. 

§  1008.510—54  Screening  of  standard 
test  equipment  items  which  are  com¬ 
ponents  of  special  tooling. 

In  some  instances  property  reported  as 
special  tooling  or  special  test  equipment 
may  include  as  a  component  or  unit  of 
a  composite  item  of  special  tooling  or 
special  test  equipment,  standard  shelf 
type  items  or  items  of  standard  test 
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pfluipment.  Listings  containing  such 
rJLjs  will  initially  be  screened  as  pre¬ 
scribed  in  §  1008.510-51  to  determine  any 
continuing  requirement  in  connection 
vrith  the  end  item  procured  under  the 

contract. 

(a)  If  there  are  no  further  end  item 
requirements  for  special  tooling  as  com¬ 
posite  units,  the  items  of  special  tooling 
will  be  reviewed  to  determine  whether 
there  are  standard  shelf  type  or  test 
equipment  items  which  are  components 
of  the  special  tooling  which  may  be  eco¬ 
nomically  removed  and  reused.  In  event 
the  contractor  has  a  continuing  require¬ 
ment  for  such  items  under  other  cost 
type  or  facilities  contracts,  the  adminis¬ 
trative  contracting  officer  will  authorize 
their  removal  from  the  composite  units 
and  transfer  to  the  appropriate  con¬ 
tracts. 

(1)  If  the  requirement  is  such  that  the 
item  is  appropriately  classified  as  a  fa¬ 
cility  item,  the  transfer  to  a  facility  con¬ 
tract  will  be  coordinated  with  WRU, 
Warner  Robins  AM  A,  and  upon  approval 
AMC  Form  51  (BOB  No.  21-R071.3), 
“Industrial  Equipment  Inventory  and 
Inspection  Report,”  will  be  prepared  and 
submitted  to  WRU. 

(2)  In  event  the  continuing  require¬ 
ment  is  in  connection  with  the  fabrica¬ 
tion  of  other  special  tooling  items,  into 
which  the  standard  test  items  are  to  be 
incorporated,  the  transfer  will  be  to  the 
supplies  contract.  In  this  instance,  the 
equipment  will  not  be  reported  to  WRU 
but  will  be  controlled  as  a  separate  item 
(by  the  contractor)  until  incorporated 
into  the  special  tooling,  at  which  time 
control  will  be  established  as  a  compo¬ 
nent  of  the  tooling. 

(b)  Standard  test  equipment  items 
which  may  be  economically  removed 
from  the  composite  unit  and  reused, 
having  a  unit  cost  of  $500  or  more  and 
falling  within  the  categories  established 
as  “controlled  items”  by  AMCM  78-1, 
which  are  excess  to  the  known  require¬ 
ments  of  the  contractor,  will  be  listed 
and  reported  to  WRU,  WRAMA,  see  par¬ 
agraph  6b (2) ,  chapter  4,  part  one,  AMCM 
78-1,  for  decision  as  to  whether  the  items 
are  desired  for  inclusion  in  the  Indus¬ 
trial  Reserve  Inventory.  In  event  the 
items  are  not  required  for  inclusion  in 
the  Industrial  Reserve  Inventory,  WRU 
will  so  advise  the  originator  of  the  list¬ 
ing  and  disposition  of  the  composite  unit 
will  be  accomplished  through  plant 
clearance  action. 

(c)  All  other  items  of  standard  test 
equipment  which  are  components  of  spe¬ 
cial  tooling  items  and  which  may  be  eco¬ 
nomically  removed  and  reused,  and  are 
excess  to  the  known  requirements  of  the 
contractor,  will  be  adequately  described 
and  listed  as  noncontrolled  facility  items 
on  a  DD  Form  543,  Inventory  Schedule 
B  and  reported  for  screening  as  pre¬ 
scribed  by  §  1008.505-1  (a) .  The  items 
will  not  be  removed  from  the  composite 
units  of  special  tooling  unless  and  until 
decision  has  been  made  that  the  articles 
are  desired.  In  event  no  requirement 
is  established  for  retention  of  the  items, 
the  composite  units  will  be  disposed 
of  through  plant  clearance  sections. 
Standard  items  will  be  completely  iden¬ 
tified  and  described  if  offered  for  dona¬ 
tion  or  sale. 
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§  1008.511  Removal  and  storage. 

§  1008.511—2  Storage  at  the  expense 
and  risk  of  the  Government. 

(a)  General.  (1)  All  storage  agree¬ 
ments  at  the  expense  and  risk  of  the 
Government  will  be  in  the  form  pre¬ 
scribed  in  §  1008.868.  Variations  in  this 
format  must  be  approved  by  AMC 
(MCPC).  The  property  stored  must  be 
listed  on  inventory  schedules. 

(2)  The  plant  clearance  officer,  sub¬ 
ject  to  the  approval  of  the  contracting 
office,  will  execute  storage  agreements 
according  to  policies  expressed  in  Parts 
2  and  3  of  this  title  and  Parts  1002  and 
1003  of  this  chapter.  Negotiated  con¬ 
tracts  will  cite  as  authority  10  U.S.C. 
2304(a)  (10)  according  to  §  1003.210. 

(3)  The  APD  and  AFPRO  will  pre¬ 
pare  and  forward  DD  Form  360  “Indi¬ 
vidual  Procurement  Action  Report”  for 
storage  agreements  which  obligates 
funds  over  $10,000  and  DD  Form  1057 
“Monthly  Summary  of  Purchasing  Of¬ 
fice”  if  the  amount  is  less  than  $10,000. 

(4)  The  contract  will  be  approved  ac¬ 
cording  to  §  1001.457  of  this  chapter.  If 
the  contract  executed  exceeds  the  dollar 
limitations  set  forth  in  §  1001.457  of  this 
chapter,  approval  of  higher  authority  as 
provided  in  Subpart  E,  Part  1053  of  this 
chapter  is  required. 

(b)  Special  tooling.  Special  tooling 
will  be  stored  only  upon  the  recommen¬ 
dation  of  one  or  more  of  the  screening 
agencies.  The  screening  activity  re¬ 
questing  the  storage  of  the  special  tool¬ 
ing  will  be  required  to  furnish  the  nec¬ 
essary  fund  citation  to  cover  the  cost, 
if  after  the  consideration  of  the  cost 
involved,  the  requirements  justify  the 
expenditure  of  funds  to  retain  the  tool¬ 
ing  in  storage.  Renewals  of  storage  con¬ 
tracts  will  be  made  according  to 
§  1008.510-52(d) . 

§  1008.511-50  No  cost  storage  agree¬ 
ments. 

(a)  Storage  at  “no  cost”  to  the  Gov¬ 
ernment  will  be  covered  by  an  appro¬ 
priate  storage  contract.  The  contract 
will  cite  as  authority  10  U.S.C.  2304(a) 
(10)  according  to  §  1003.201  of  this  chap¬ 
ter.  The  form  of  the  contract  is  pre¬ 
scribed  in  §  1008.868-1.  Variations  in 
this  format  require  the  written  approval 
of  AMC  (MCPC) .  The  contract  will  be 
executed  by  the  plant  clearance  officer. 
(See  §  1008.511-2  (£)  (2).) 

(b)  Care  will  be  taken  to  insure  that 
the  cost  of  storage  which  is  purported 
to  be  at  no  cost  to  the  Government  is 
not  being  recovered  by  the  contractor  as 
an  indirect  charge  to  other  Government 
work  unless  expressly  approved  by  the 
contracting  officer.  Furthermore  care 
will  be  taken  by  the  contracting  officer 
to  insure  that  his  consent  when  granted 
under  the  “Right  of  Use”  clause  will  not 
place  the  contractor  in  a  more  favorable 
competitive  position  than  other  contrac¬ 
tors.  The  contracting  officer  will  also 
insure  that  any  use  by  the  contractor  of 
the  stored  property  will  be  governed  by 
Part  13  of  this  title  and  §  30.2,  Appendix 
B  of  this  title. 

(c)  When  future  additional  storage 
requirements  are  anticipated,  the  con¬ 
tract  may  be  made  "open  end”  by  use 


of  the  optional  clause  set  forth  in 
§  1008.868-1. 

§  1008.512  Review  of  property  disposal. 

§  1008.512—1  Property  disposal  review 
boards. 

(a)  Appointment  of  property  disposal 
review  boards.  The  authority  to  estab¬ 
lish  Property  Disposal  Review  Boards 
according  to  §  8.512-1  of  this  title  has 
been  delegated  to  the  Director  of  Pro¬ 
curement  and  Production,  AMC,  who  has 
further  delegated  the  authority,  with¬ 
out  power  of  redelegation  to: 

(1)  Deputy  for  Procurement,  Hq 
AMC. 

(2)  Chief  and  Deputy  Chief,  Contract 
Management  Division,  Directorate  of 
Procurement  and  Production,  AMC. 

(3)  Commander  and  Vice  Com¬ 
mander,  ARDC.  Further  redelegation 
may  be  made  to  the  Director  of  Procure¬ 
ment,  Hq  ARDC,  with  respect  to  the 
establishment  of  Property  Disposal  Re¬ 
view  Boards  within  the  European  Office, 
ARDC. 

(4)  Commanders  and  Vice  Command¬ 
ers  of  oversea  commands.  The  term 
“oversea  commands”  includes  major  air 
commands  located  in  territories  and 
possessions  of  the  United  States  as  well 
as  those  in  foreign  countries. 

(5)  Commander  and  Deputy  Com¬ 
mander,  Air  Materiel  Force,  Pacific  Area 
(AMFPA) . 

Note:  In  exercising  this  authority,  the 
policies  and  procedures  set  forth  in  Part  8  of 
this  title  and  Part  1008  of  this  chapter  will 
be  followed;  however,  the  approvals  required 
in  §  1008.512-2  will  be  performed  by  the 
Property  Disposal  Review  Board,  Hq  AMFPA, 
in  lieu  of  the  AMC  Board. 

(6)  Commander  and  Deputy  Com¬ 
mander,  Air  Materiel  Force,  European 
Area  (AMFEA). 

Note:  In  exercising  this  authority,  the 
policies  and  procedures  set  forth  in  Part  8 
of  this  title  and  this  part  will  be  followed; 
however,  the  approvals  required  in  §  1008.- 
512-2  will  be  performed  by  the  Property 
Disposal  Review  Board,  Hq  AMFEA,  in  lieu 
of  the  AMC  Board.  Any  orders  appointing 
any  Board  will  designate  the  person  who  will 
act  as  Recorder  for  the  Board,  and  will  in¬ 
dicate  whether  or  not  the  Recorder  may  vote. 
An  alternate  will  be  appointed  for  each  mem¬ 
ber  of  the  Board  if  possible. 

(b)  Property  Disposal  Review  Board, 
AMC — (1)  Appointment.  Upon  designa¬ 
tion  by  the  Chief  or  Deputy  Chief, 
Contract  Management  Division,  AMC 
(MCPK) ,  the  Chairman,  Recorder,  mem¬ 
bers  and  alternates  of  the  Board  will  be 
appointed  by  AMC  Special  Orders.  The 
Board  will  consist  of  not  less  than  three 
officers  or  civilian  employees  of  the  Di¬ 
rectorate  of  Procurement  and  Produc¬ 
tion,  AMC.  A  majority  but  not  less  than 
three  members  will  constitute  a  quorum. 

(2)  Jurisdiction.  The  Property  Dis¬ 
posal  Review  Board,  AMC,  will  have  un¬ 
limited  jurisdiction. 

(c)  Property  Disposal  Review  Boards, 
CMR’s — (1)  Establishment  and  appoint¬ 
ment.  CMR  Commanders  may  request 
authority  from  the  Chief  or  Deputy 
Chief,  Contract  Management  Division 
AMC  (MCPK) ,  to  establish  Boards  at  the 
CMR’s,  APD’s,  and  AFPRO’s.  Nomina¬ 
tion  of  Board  members  or  alternate 
members  will  be  submitted  by  the  CMR 


4668 

to  AMC  (MCPK) ,  with  a  brief  but 
thorough  resume  of  the  qualifications  of 
each  nominee.  Members  will  be  ap¬ 
pointed  by  AMC  Special  Orders.  A  ma¬ 
jority,  but  not  less  than  three  members 
will  constitute  a  quorum.  Requests  for 
changes  in  Board  memberships  will  be 
sent  to  AMC  (MCPK) ,  and  will  state  the 
reason  for  the  requested  changes. 

(2)  Jurisdiction.  Jurisdiction  of  the 
Boards  over  property  disposal  matters 
will  be  in  accordance  with  §  8.512-2  of 
this  title. 

(d)  Function.  Property  Disposal  Re¬ 
view  Boards  will  review  and  approve  or 
take  appropriate  action  concerning  any 
classification  of  property  with  respect  to 
degree  of  serviceability,  any  authoriza¬ 
tion  to  sell  property  by  negotiated  sale, 
any  determination  to  donate  or  abandon 
property,  or  any  release  from  a  scrap 
warranty,  when  such  action  is  required 
by  directives  to  be  acted  upon  by  a 
Property  Disposal  Review  Board. 

(e)  Preparation  of  plant  clearance 
Piemorandum.  Each  request  for  Board 
approval  will  be  supported  by  a  memo¬ 
randum,  signed  by  the  plant  clearance 
officer.  The  Memorandum  will  be  pre¬ 
pared  according  to  instructions  set  forth 
in  §  1008.869. 

(f)  Procedures  of  property  disposal 
review  boards.  (1)  Procedures  may  be 
established  for  the  administrative  review 
of  plant  clearance  memoranda  prior  to 
submission  to  a  Property  Disposal  Re¬ 
view  Board  provided  that  such  review 
shall  not  pass  on  the  merits  of  any  pro¬ 
posed  sale  or  classification  and  provided 
that  such  review  does  not  create  undue 
delay. 

(2)  Review  Board  procedures,  (i) 
Board  meetings  will  be  held  as  often  as 
necessary.  Failure  of  the  Board  to  act 
within  thirty  days  after  submission  will 
operate  as  Board  approval  unless  other¬ 
wise  specifically  directed  by  the  Board. 

(ii)  Unless  it  is  impractical  or  un¬ 
necessary,  the  plant  clearance  officer 
submitting  the  memorandum  will  be 
present  at  the  meeting.  The  presence  of 
special  advisors  or  of  contractor’s  rep¬ 
resentatives  at  the  Board  meetings  lies 
within  the  discretion  of  the  particular 
Board  unless  the  CMR  Commander 
otherwise  provides. 

(iii)  Every  Board  action  will  take  the 
form  of  approval  or  disapproval,  of  the 
plant  clearance  officer’s  recommenda¬ 
tion,  or  if  appropriate  its  own  recom¬ 
mendation  or  advice. 

(iv)  The  plant  clearance  officer  will  be 
notified  immediately  of  the  Board’s 
action. 

(v)  Adequate  records  of  Board  meet¬ 
ings  will  be  maintained.  However,  a 
verbatim  stenographic  transcript  is  not 
required  except  in  unusual  cases  and  a 
narrative  type  minutes  should  normally 
suffice.  Although  minutes  of  each 
meeting  may  be  concise,  they  should 
clearly  reflect  the  various  areas  con¬ 
sidered  and  discussed  by  the  Board  in 
arriving  at  a  decision  and  be  sufficiently 
complete  to  permit  any  reviewing  au¬ 
thority  to  understand  the  reasons  for  the 
recommended  action  of  the  Board.  The 
minutes  of  each  meeting  will  be  signed 
by  the  Chairman  and  Recorder. 

<vi)  The  minutes  of  the  Board  will 
contain  at  least  the: 


RULES  AND  REGULATIONS 

(a)  Number  and  date  of  the  order  ap¬ 
pointing  the  Board  and  headquarters  by 
which  it  was  issued. 

(b)  Meeting  place  and  time. 

(c)  Contract  number  and  termination 
docket  number,  or  engineering  change 
order  number,  if  applicable. 

(d)  Names  of  members  and  alternates 
present  and  absent,  and  the  designated 
chairman  and  recorder. 

( e )  The  name  of  the  officer,  requesting 
the  action  of  the  board. 

(/)  The  action  of  the  board  and  action 
voted  for  each  member. 

(g)  A  summary  of  all  important 
points  discussed  at  the  meeting. 

(h)  Where  it  is  deemed  appropriate, 
the  minutes  of  the  board  may  show  that 
documents,  in  addition  to  the  inventory 
and  those  attached  to  the  plant  clear¬ 
ance  nfbmorandum  as  exhibits,  were 
examined  by  the  board  and  may  identify 
such  documents.  These  documents 
need  not  be  attached  to  the  minutes  as 
exhibits. 

(vii)  A  signed  copy  of  the  minutes 
will  be  kept  in  a  board  file  appropriately 
indexed.  The  recorder  will  furnish  the 
plant  clearance  officer  with  a  copy  of  the 
minutes. 

(viii)  There  will  be  filed  with  such 
minutes,  or  with  a  certified  extract  there¬ 
from  pertaining  to  a  particular  case,  an 
original  copy  of  the  plant  clearance 
memorandum,  a  copy  of  each  exhibit 
thereto  attached,  the  inventory  pre¬ 
sented  to  the  board,  and  a  signed  copy 
of  the  written  notice-  sent  to  the  plant 
clearance  officer  of  the  board’s  action. 

(ix)  The  recorder  of  each  board  will 
maintain  a  separate  record  of  each  case 
submitted  to  the  board.  This  record  will 
show  the  following  items  when  appli¬ 
cable:  The  date  the  plant  clearance 
memorandum  was  received,  the  contrac¬ 
tor’s  name,  the  contract  number,  the 
termination  docket  or  engineering 
change  order  number,  the  action  taken 
by  the  board,  the  date  the  action  was 
taken,  the  date  the  plant  clearance  of¬ 
ficer  was  notified. 

§  1008.512—2  Required  review. 

In  addition  to  those  matters  listed  in 
§  8.512-2  of  this  title,  review  is  required 
in  the  following  situations: 

(a)  If  the  original  acquisition  cost  of 
materials  to  be  sold  without  competi¬ 
tive  bids,  or  diverted  according  to 
§  1008.502-1  exceeds  $100,000,  the  sale 
or  diversion  will  be  subject  to  the  prior 
approval  of  the  Property  Disposal  Re¬ 
view  Board  located  at  AMC. 

(b)  In  every  case  concerning  di¬ 
version  of  material  according  to 
§  1008.502-1,  the  diversion  will  be  subject 
to  the  prior  review  and  approval  of  a 
property  disposal  review  board. 

(c)  If  the  acquisition  cost  of  material 
exceeds  $100,000,  it  will  not  be  destroyed 
or  abandoned  without  obtaining  the 
prior  approval  of  the  Property  Disposal 
Review  Board  located  at  AMC. 

(d)  Whenever  the  contracting  officer 
deems  it  appropriate. 

§  1008.512—50  Exceptions  to  required 
review. 

Approval  of  scrap  determination  by  a 
Property  Disposal  Review  Board  will  not 


be  required  in  case  of  production 
erated  scrap.  8en' 

§  1008.513  Subcontractor  inventory 
§  1008.513—1  General  policy. 

(a)  In  connection  with  claims  result, 
ing  from  the  termination  or  modification 
of  a  prime  contract  the  plant  clearance 
officer  will  obtain: 

(1)  The  contractor’s  purchase  order 
numbers  for  all  terminated  subcontracts 

(2)  A  copy  of  the  Notice  of  Terminal 
tion  issued  to  subcontractors. 

(3)  The  cost,  if  known,  otherwise  the 
approximate  cost  of  the  subcontractor 
inventory  involved. 

(b)  If,  in  accordance  with  §  8.5l3_i 
of  this  title,  it  is  determined  by  the  con- 
tracting  officer  to  submit  inventory 
schedules  through  all  intermediate  tiers 
of  subcontractors  instead  of  using  direct 
submission  procedures,  a  copy  of  the 
determination  will  be  sent  to  AMc 
(MCPKP) . 

§  1003.513—2  Inventory  schedules. 

All  subcontractor  inventory  schedules 
are  required  to  be  certified  by  the  claim¬ 
ing  subcontractor  and  the  prime  con¬ 
tractor  as  being  allocable  to  the  termi¬ 
nated  subcontract. 

§  1008.513-50  Referrals. 

(a)  The  plant  clearance  of  subcon¬ 
tractor  inventories  located  outside  the 
geographic  area  of  the  termination  con¬ 
tracting  officer  of  the  prime  contractor 
may  be  referred  to  the  plant  clearance 
officer  in  the  area  in  which  the  subcon¬ 
tractor  is  located  when  insufficient  in¬ 
formation  is  available  to  effect  plant 
clearance  action.  Referrals  may  be  ef¬ 
fected  within  CMR’s  as  well  as  between 
CMR’s.  Plant  clearance  cases  should 
be  referred  to  another  AF  office  only  if 
the  distance  of  the  subcontractor’s  plant 
is  so  great  that  excessive  supervisory 
expenses  would  result  if  the  case  was  not 
referred. 

(b)  All  referrals  will  be  effected  ac¬ 
cording  to  instructions  in  §  1008.513-51. 
If  it  is  determined  that  referral  of  dis¬ 
position  of  subcontractor  inventory  lo¬ 
cated  outside  the  APD  or  AFPRO  in 
which  the  prime  contractor  is  located 
will  have  to  be  accomplished,  prior  to 
the  transmission  of  a  formal  request  as 
provided  in  paragraph  (c)  of  this  sec¬ 
tion,  the  initiating  plant  clearance  of¬ 
ficer  will  advise  the  cognizant  plant 
clearance  office  that  will  supervise  the 
subcontractor  inventory  disposition,  of 
the  pending  referral.  The  selected  plant 
clearance  officer  will  consult  with  the 
subcontractor  to  assure  that  required 
schedules  are  properly  prepared,  and  will 
give  such  other  assistance  as  is  necessary 
to  assure  prompt  and  effective  plant 
clearance  of  the  subcontractor’s  inven¬ 
tory. 

(c)  The  receiving  plant  clearance  of¬ 
ficer  will  promptly  acknowledge  and 
“open”  all  referred  cases  unless  sub¬ 
stantive  inadequate  information  is  pre¬ 
sented.  The  initiating  office  will  im¬ 
mediately  be  notified  of  any  inadequacy 
which  prohibits  opening  the  case.  If  the 
inadequacy  is  unacceptable  inventory 
schedules,  the  case  will  be  retained  and 
receipt  acknowledged.  The  case  will  be 
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nDened  upon  receipt  of  adequate  inven¬ 
tory  schedules.  The  date  the  case  is 
ooened  (as  appearing  in  AFPI  Form  56) 
will 'be  recorded  as  part  of  the  official 
case  record.  Acceptance  of  referral  re- 
cnonsibility  will  be  evidenced  by  the 
transmission  of  the  assigned  plant  clear¬ 
ance  case  number  to  the  initiating  office. 

§  1008.513-51  Letter  of  referral. 

Whenever  plant  clearance  cases  are 
referred  according  to  §  1008.513-50,  the 
subcontractor’s  inventory  schedules  will 
be  sent  to  the  cognizant  plant  clearance 
officer.  The  schedules  will  be  accompa¬ 
nied  by  a  letter  of  referral,  copies  of 
which  will  be  sent  to  the  initiating  and 
receiving  CMR’s.  If  the  referral  must  be 
accomplished  prior  to  receipt  of  the  sub¬ 
contractor’s  inventory  schedules,  infor¬ 
mal  notification  as  described  in 
§  1008.513-50  (b)  may  be  made.  In  the 
case  of  such  informal  referrals,  the  cog¬ 
nizant  plant  clearance  officer  will  advise 
the  subcontractor  to  insure  that  ade¬ 
quate  inventory*  schedules  are  prepared, 
and  that  prompt  plant  clearance  action 
is  effected.  The  formal  letter  of  referral 
will  contain  the  following  information 
and  supporting  documents.  Omissions 
should  be  noted  with  an  estimated  date 
the  information  will  be  supplied. 

(a)  Name  and  address  of  the  subcon¬ 
tractor. 

(b>  Date  of  award  of  prime  contract, 
type  of  contract  (supply,  R&D,  facilities) 
and  specific  information  concerning  the 
end  item  produced. 

(c)  Date  of  notice  of  termination  and 
docket  number. 

(d)  Copy  of  the  subcontractor’s  pur¬ 
chase  order,  and  a  copy  of  the  subcon¬ 
tractor’s  settlement  proposal. 

(e)  Copy  of  termination  notice  di¬ 
rected  to  the  subcontractor. 

(f)  Location  of  terminaiton  inventory. 

(g)  Twenty  copies  of  inventory  sched¬ 
ules. 

(h)  Prime  contractor’s  estimate  of  the 
amount  of  the  claim  and  amount  of  the 
inventory. 

(i)  Prime  contractor’s  certificate  of 
allocability. 

(j)  Prime  contractor’s  statement  of 
no  further  requirements  for  the  ma¬ 
terial. 

(k)  The  extent  that  screening  has  or 
has  not  been  accomplished  together  with 
any  disposition  instructions. 

(l)  Statement  delegating  authority  to 
the  plant  clearance  officer  with  cogni¬ 
zance  of  the  subcontractor  concerned, 
signed  by  the  contracting  officer  or  plant 
clearance  officer  (if  signed  by  plant 
clearance  officer,  a  copy  of  his  delegation 
from  "the  contracting  officer  will  be  in¬ 
cluded)  in  the  following  form: 

“The  Contracting  Officer  (plant  clear¬ 
ance  officer)  hereby  delegates  to  the  as¬ 
signed  plant  clearance  officer  complete 
authority  to  take  and  approve  all  neces¬ 
sary  and  appropriate  actions  to  effect 
disposition  of  the  contractor  inventory 
related  to  subject  contract  in  accordance 
with  existing  regulations.” 

(m)  The  office  that  has  been  assigned 
audit  responsibility  of  the  subcontrac¬ 
tor’s  claim. 


§  1008.513—52  Action  on  referred 
cases. 

Upon  receipt  of  a  referred  case,  the 
plant  clearance  officer  will  insure  that 
the  property  is  handled  in  a  manner  con¬ 
sistent  with  Subpart  E,  Part  8  of  this 
title  and  Subpart  E  of  this  part. 

(a)  When  the  disposition  of  all  allo¬ 
cable  property  listed  in  the  subcontrac¬ 
tor’s  certified  inventory  schedules  is 
completed,  the  plant  clearance  officer  at 
the  subcontractor’s  plant  will  submit  a 
copy  of  the  initial  inventory  schedules 
and  all  supplemental  schedules  to  the 
contracting  officer  initiating  the  referral. 
In  addition,  the  following  will  also  be 
submitted  unless  the  initiating  contract¬ 
ing  officer  requests  the  entire  plant  clear¬ 
ance  file. 

(1)  Certificates  of  allocability  by  the 
prime  contractor,  subcontractor  and 
plant  clearance  officer. 

(2)  List  of  items  to  which  exception 
as  to  allocability  has  been  taken. 

(3)  The  amount  of  all  disposal  credits. 

(4)  A  list  of  all  property  transferred 
to  the  Government. 

( 5 )  An  explanation  of  any  discrepancy 
between  the  allocable  property  on  the 
inventory  schedules  and  the  property 
included  in  subparagraphs  (3)  and  (4) 
of  this  paragraph. 

(6)  Statements  signed  by  the  plant 
clearance  officer  and  the  subcontractor 
that  all  property  originally  listed  by  the 
subcontractor  has  been  accounted  for 
and  has  been  retained,  sold,  transferred 
to  the  Government,  deleted  with  the 
knowledge  of  the  subcontractor,  or 
otherwise  disposed  of. 

(b)  The  prime  contractor  is  author¬ 
ized  in  negotiating  settlements  with 
subcontractors,  and  the  contracting  offi¬ 
cer  is  authorized  in  reviewing  the  sub¬ 
contractor’s  settlement,  to  accept  as 
proper  without  further  investigation, 
any  disposition  of  property  made  or  ap¬ 
proved  by  a  plant  clearance  officer  pur¬ 
suant  to  the  procedures  contained 
herein. 

§  1008.513—53  Supervision  of  referred 
cases. 

The  CMR  Commander  should  insure 
that  referred  cases  are  being  handled 
expeditiously.  If  a  closing  report 
(AFPI  Form  57,  see  §  1008.552)  is  not 
submitted  within  120  days  from  the  date 
of  case  acceptance,  and  “opening”,  a 
status  report  will  be  sent  to  the  initiating 
office. 

§  1008.515  Accounting  for  termination 
inventory. 

See  §  8.515  of  this  title. 

§  1008.515—50  Property  administration. 

In  a  complete  or  partial  termination, 
a  property  administrator,  previously  ap¬ 
pointed,  will  continue  to  act  in  that  ca¬ 
pacity.  If  none  has  been  appointed,  the 
plant  clearance  officer  will  act  as  prop¬ 
erty  administrator  for  the  purpose  of 
accounting  to  the  contracting  officer  for 
any  property  listed  on  inventory  sched¬ 
ules  until  disposal  action  is  completed 
or  until  the  Government  acquires  title 
to  the  property  and  enters  into  a  storage 
agreement. 


§  1008.550  Appointment  of  plant  clear¬ 
ance  officers. 

(a)  A  plant  clearance  officer  may  be  ~ 
appointed  the  authorized  representative 
of  a  contracting  officer,  with  authority  to 
act  on  plant  clearance  matters,  or  he 
may  be  designated  a  contracting  officer 
according  to  §  1001.452  of  this  chapter. 

His  authority  to  act  as  a  contracting  of¬ 
ficer  will  be  limited  to  matters  in  connec¬ 
tion  with  the  disposal  of  excess  property 
and  to  the  negotiation  and  executing  of 
contracts  covering  the  storage  or  dis¬ 
posal  of  industrial  Government  property. 

(b)  Only  the  contracting  officer  can 
delegate  authority  on  plant  clearance 
matters ;  no  other  person  is  authorized  to 
execute  the  delegation  on  his  behalf.  All 
delegations  executed  by  the  contracting 
officer  will  become  part  of  the  case  file. 

(c)  Contractors  will  be  immediately 
notified  of  the  appointment  of  a  plant 
clearance  officer. 

(d)  Except  as  provided  in  §  1008.515- 

50,  no  person  will  concurrently  be  as¬ 
signed  the  duties  of  a  plant  clearance 
officer  and  property  administrator,  nor 
will  any  plant  clearance  personnel  or 
responsibilities  be  assigned  to  or  placed 
under  the  jurisdiction  of  a  property  ad¬ 
ministrator.  ‘  . 

Subpart  F — Termination  for  Default 

Subpart  F  is  revised  to  read  as  fol¬ 
lows: 

§  1008.600  Scope  of  subpart. 

This  subpart  sets  forth:  (a)  Circum¬ 
stances  under  which  AF  contracts  are 
terminated  for  default,  (b)  authority  to 
terminate  for  default,  and  (c)  respon¬ 
sibilities  and  procedures  in  connection 
with  default  actions.  In  addition, 
guidance  is  furnished  as  to  the  procedure 
to  follow  when  a  contract  does  not  con¬ 
tain  a  Default  clause  and  the  contract 
should  be  terminated  for  “Breach  of 
Contract”  on  the  part  of  the  contractor. 

As  pertains  to  service  or  construction 
contracts,  references  made  herein  to 
“contract  delivery  schedule”  will  have  , 
application  to  “contract  delivery  or  per¬ 
formance  schedules.” 

§  1008.601  General. 

(a)  It  is  AF  policy  to  use  default  ter¬ 
mination  procedures  when  a  contractor, 
without  excusable  cause,  fails  to  comply 
with  the  terms  and  conditions  of  the 
contract  and,  as  a ‘result  of  such  failure, 
cannot  deliver  the  supplies  or  perform 
the  services  called  for  under  the  contract 
in  the  manner  and  within  the  time  which 
the  AF  has  need  for  such  supplies  and 
services.  It  is  not  AF  policy  to  use  de¬ 
fault  termination  as  a  punitive  measure, 
but  to  use  it  as  a  method  to  insure  the 
contractor’s  adherence  to  his  contractual 
obligations  and  to  protect  the  Govern¬ 
ment  from  any  loss  which  might  be  sus¬ 
tained  as  a  result  of  the  contractor’s 
failure  to  comply  with  his  contract 
obligations. 

(b)  to  (c)  See  §8.601  (b)  to  (c)  of 
this  title. 

§  1008.601—50  Contractor  appeal  rights. 

The  Disputes  clause  in  most  AF  con¬ 
tracts  permits  the  defaulted  contractor 
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to  file  appeals  for  one  or  both  of  the  fol¬ 
lowing  reasons:  (a)  Default  termination 
and  (b)  assessment  of  excess  costs,  if 
any.  Appeals  may  be  filed  by  the  de¬ 
faulted  contractor  and  should  be  ad¬ 
dressed  to  the  Secretary  of  the  Air  Force 
through  the  termination  contracting 
officer.  Appeals  are  heard,  usually  at 
Washington,  D.C.,  by  the  Armed  Services 
Board  of  Contract  Appeals  as  the  duly 
appointed  representative  of  the  Secre¬ 
tary.  A  written  appeal  to  the  Secretary 
of  the  Air  Force  need  not  follow  any  par¬ 
ticular  form  or  format,  however,  the  ap¬ 
pellant  must  perfect  the  appeal  within 
the  period  of  time  allowed  under  the  Dis¬ 
putes  clause  contained  in  the  contract, 
and  must  set  forth  in  the  appeal  notice 
the  contract  number,  the  nature  of  the 
appeal  (either  default  termination  of  the 
contract  or  assessment  of  excess  costs), 
the  name  of  the  termination  contracting 
officer,  and  the  complete  address  of  the 
appellant.  The  appellant  need  not  fur¬ 
nish  support  or  justification  for  his  ac¬ 
tion  to  perfect  an  initial  appeal  notice. 
Upon  receipt  of  the  appeal  the  Armed 
Services  Board  of  Contract  Appeals  will 
docket  the  case  for  hearing  and  advise 
the  appellant  as  to  subsequent  proce¬ 
dures  to  be  followed  (see  §  1054.504) , 

§  1008.601—51  Waiver  or  abandonment 
of  delivery  schedules. 

In  the  event  a  contractor  becomes 
delinquent  under  the  terms  of  a  contract 
delivery  schedule,  or  any  extension 
thereof,  the  Government  may  be  con¬ 
sidered  to  have  waived  or  abandoned  the 
delivery  schedule  under  certain  circum¬ 
stances.  The  following  general  state¬ 
ments  are  intended  only  as  a  guide  to 
the  factors  and  problems  which  may  be 
involved;  their  application  depends  on 
the  particular  facts  of  the  case.  Advice 
as  to  the  probable  effect  of  a  particular 
course  of  action  should  be  sought  from 
the  local  Staff  Judge  Advocate.  Agree¬ 
ment  with  the  contractor  as  to  the  in¬ 
tent  of  both  parties  is  most  desirable; 
documentation  and  communication  to 
the  contractor  of  the  contracting  officer’s 
intent  is  also  essential. 

(a)  The  unqualified  acceptance  of 
late  partial  deliveries  waives  the  right 
of  the  Government  to  terminate  the  con¬ 
tract  for  default  as  to  those  accepted 
quantities.  Such  acceptance  is  not  be¬ 
yond  the  authority  of  the  contracting 
officer  because  the  Default  clause  found 
in  most  AF  contracts  permits  termina¬ 
tion  when  there  is  an  inexcusable  sched¬ 
ule  delinquency,  but  does  not  require 
such  termination  when  the  best  interests 
of  the  Government  indicate  otherwise. 
Such  acceptance  does  not  necessarily 
constitute  a  waiver  by  the  Government 
of  any  right  to  damages  because  of  the 
late  delivery. 

(b)  Whether  or  not  acceptance  of  a 
late  partial  delivery  constitutes  a  waiver 
of  the  delivery  schedule  as  to  any  goods 
or  services  called  for  other  than  those 
involved  in  the  accepted  partial  delivery 
would  normally  be  determined  by  the  in¬ 
tention  of  the  parties  to  the  contract, 
either  expressed  or  inferred  from  their 
cormuct,  and  by  the  extent  to  which  the 
contractor  was  justifiably  misled  by  the 
acts  of  the  Government  into  believing 
that  there  would  be  no  default  termina- 
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tion  as  to  the  balance  of  the  contract. 
Acceptance  of  a  late  partial  delivery  very 
rarely  occurs  without  the  intervention 
of  other  factors,  but  rather  in  conjunc¬ 
tion  with  other  acts  and  statements  by 
the  agents  of  both  parties.  While  each 
situation  must  be  decided  upon  its  own 
merits,  and  the  circumstances  in  any 
two  delinquencies  are  never  the  same, 
the  following  general  rule  of  thumb  may 
normally  be  applied  when  the  circum¬ 
stance  under  consideration  is  solely  the 
acceptance  of  late  partial  delivery : 

(1)  If  the  entire  delivery  schedule  is 
delinquent  at  the  time  of  the  partial  ac¬ 
ceptance,  it  may  normally  be  assumed 
that  an  unqualified  acceptance  amounted 
to  a  waiver  of  the- entire  delivery  schedule 
because  of  the  Government’s  knowledge 
of  delinquency  at  the  time  of  acceptance. 

(2)  If  a  substantial  quantity  of  in¬ 
stallments  are  not  yet  delinquent  it  may 
normally  be  assumed  that  the  acceptance 
of  one  late  installment  of  partial  deliv¬ 
ery  would  not  necessarily  be  construed 
as  a  waiver  of  that  portion  of  the  deliv¬ 
ery  schedule  which  is  not  yet  delinquent. 
If  such  acceptances  are  repeated  suffi¬ 
ciently  often  that  a  course  of  action  is 
established  and  the  contractor  is  misled 
into  believing  that  the  Government  will 
continue  to  accept  late  deliveries,  the 
Government  may  be  estopped  from  deny¬ 
ing  that  it  intended  this  result  because 
the  Government’s  acts  contributed  to 
the  misleading  and  it  would  be  unfair  to 
allow  the  Government  to  repudiate  this 
intention.  Whether  or  not  there  has 
been  such  a  course  of  action  established 
to  invoke  estoppel  depends  upon  the 
facts  of  each  case,  because  what  may  be 
construed  to  reasonably  establish  estop¬ 
pel  in  some  circumstances  may  not  be  so 
construed  in  others. 

c)  The  basic  reason  for  considering 
that  a  delivery  schedule  has  been  waived 
is  that  the  parties  intended,  either  ac¬ 
tually  or  constructively  that  it  be  waived. 
Assuming  both  parties  agree  that  accept¬ 
ance  of  a  late  delivery  is  for  mitigation 
of  damages  only  and  not  to  be  construed 
as  waiving  any  delivery  schedule  de¬ 
linquency,  this  would  be  strong  evidence 
of  the  actual  intent  of  both  parties.  A 
unilateral  notice  to  this  effect  issued  by 
the  Government  at  the  time  of,  or  prior 
to,  the  acceptance  would  indicate  what 
the  Government  intended  by  the  accept¬ 
ance  and  would  prevent  the  application 
of  doctrine  of  estoppel  against  the  Gov¬ 
ernment.  The  value  of  this  unilateral 
notice  would  be  diminished  by  successive 
acceptances  because  the  course  of  action 
to  continue  acceptances  of  late  deliveries, 
notwithstanding  the  unilateral  notice, 
would  be  established  and  the  contractor 
would  thus  be  misled.  It  would  normally 
take  longer  to  establish  such  a  course  of 
action  with  the  notice  than  without  such 
a  notice.  An  appropriate  notice  should 
read  substantially  as  follows : 

“Any  assistance  rendered  to  the  Con¬ 
tractor  on  this  contract,  or  acceptance  by 
the  Government  of  delinquent  goods  or 
services  hereunder,  will  be  solely  for  the 
purpose  of  mitigating  damages,  and  is 
not  to  be  construed  as  an  intention  on 
the  part  of  the  Government  to  condone 
any  delinquency,  or  as  a  waiver  of  any 
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rights  the  Government  may  have  under 
subject  contract.” 

(d)  If  the  termination  contracting  of 
ficer  ascertains  during  his  investigati™ 
(see  §  1008.602-3 (d) )  that  a  waiver? 
the  contractual  delivery  schedule  k 
probable  or  an  enforceable  delivery 
schedule  is  nonexistent,  he  may,  never- 
theless,  terminate  the  contract  for  other 
good  and  valid  reason,  or  in  the  alterna- 
tive  may  proceed  to  re-establish  a  new 
and  enforceable  delivery  schedule  and 
hold  his  default  termination  decision  in 
abeyance  pending  contractor  perform- 
ance  thereunder.  To  the  maximum  ex- 
tent  possible  there  should  be  mutual 
agreement  between  the  contractor  and 
the  Government  that  any  re-established 
delivery  schedule  is  realistic  and  possible 
of  -performance.  The  contractor  should 
be  afforded  ample  opportunity  to  set 
forth  his  reasons  for  prior  nonperform¬ 
ance  and  should  thereafter  be  requested 
to  submit  his  written  proposal  to  the 
Government,  as  his  free  act  and  volun¬ 
tary  deed,  which  will  contain  his  firm 
and  unqualified  commitment  to  adhere 
to  his  proposed  re-established  delivery 
schedule.  The  termination  contracting 
officer  will  give  careful  consideration  to 
all  aspects  of  the  contractor’s  proposal 
and,  if  consistent  with  the  Government’s 
best  interest,  will  immediately  render  a 
written  acceptance  to  the  contractor  on 
behalf  of  the  Government.  In  the  event 
the  Government  and  the  contractor  can¬ 
not  reach  mutual  agreement  as  to  a 
re-established  delivery  schedule  the 
termination  contracting  officer  may,  as  a 
unilateral  action,  establish  a  new  de- 
livery  schedule.  When  such  action  be¬ 
comes  necessary  the  termination  con- 
tracting  officer  will  also  incorporate  in 
the  file  relating  to  the  case  all  facts  and 
circumstances  that  have  necessitated  his 
unilateral  action.  Thereafter,  the  ter¬ 
mination  contracting  officer  may  retain 
cognizance  over  any  contract  during  the 
period  of  the  re-established  delivery 
schedule  and  consider  default  termina¬ 
tion  at  any  time  the  contractor  fails  to 
adhere  to  any  of  the  contractual  pro¬ 
visions  including  the  re-established  de¬ 
livery  schedule.  The  administrative 
contracting  officer  will  continue  his  ad¬ 
ministration  of  a  contract  concurrently 
with  the  termination  contracting  officer 
according  to  §  1008.602-3 (a)  (6). 

§  1008.601—52  Failure  to  deliver  caused 
by  the  Government,  actual  or  alleged. 

(a)  At  the  expiration  of  the’  delivery 
schedule,  as  contained  in  the  contract, 
the  Government  is  not  in  a  position  to 
terminate  for  default  upon  nondelivery 
or  nonconformance  with  the  terms  of  the 
contract  if : 

(1)  The  Government  has  delayed  in 
furnishing  certain  necessary  equipment 
or  material  to  the  Contractor,  which  it 
has  obligated  itself  to  do  by  the  terms 
of  the  contract. 

(2)  Contractor  is  unduly  delayed 
awaiting  test  results  to  be  furnished  by 
the  Government  under  terms  of  the  con¬ 
tract. 

(3)  The  Government  demands  more 
than  the  contract  actually  required  and 
thus  makes  delivery  impossible. 

(4)  The  Government  furnishes  tech¬ 
nical  specifications  with  which  the  con* 
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♦mrfcnr  complies  fully,  but  completed 
upplies  do  not  pass  the  performance 
tests  the  Government  desires. 

(b)  Where  the  contractor’s  nondelivery 
and/or  nonconformance  with  contractual 
requirements  are  a  direct  result  of  Gov¬ 
ernment  delay  or  failure,  an  equitable 
adjustment  in  delivery  schedule  and/or 
other  contract  provisions  may  be  neces- 
gary<  Normally  such  adjustment  will  be 
made  by  supplemental  agreement  to  the 
contract.  Where  there  is  an  area  of 
controversy  between  the  contractor  and 
the  Government  as  to  causes  for  delay* 
such  as  illegible  or  incomplete  printed 
specifications  which  were  not  detected 
until  delivery  of  the  first  articles  or  com¬ 
pleted  supplies,  the  allegations  of  the 
contractor  will  be  carefully  investigated 
to  ascertain  if  the  Government  is  com¬ 
pletely  or  partially  responsible  for  con¬ 
tractor  delay  or  failure.  If  the  termina¬ 
tion  contracting  officer  finds  in  favor  of 
the  contractor,  adjustments  and/or  ne¬ 
gotiations  are  authorized.  Where  it  is 
not  possible  to  assess  fault  or  negligence 
solely  to  the  contractor  or  the  Govern¬ 
ment,  negotiations  may  be  conducted  to 
resolve  the  controversy  and  permit  per¬ 
formance  to  continue  under  the  contract, 
as  adjusted.  Or  in  the  alternative,  if 
termination  of  the  contract  is  desired 
by  the  Government  the  termination  con¬ 
tracting  officer  may,  in  lieu  of  termina¬ 
tion  for  default  of  the  contractor, 
negotiate  a  pretermination  agreement 
provided  such  action  is  actually  for  the 
convenience  and  in  the  best  interest  of 
the  Government. 

§  1008.601—53  Cost  reimbursement  type 
contracts. 

In  the  case  of  cost-reimbursement 
type  contracts  terminated  for  default, 
the  contractor  is  normally  reimbursed 
his  allowable  costs  and  the  fee  reduced 
where  appropriate.  When  a  time-and- 
material  contract  is  terminated  for  de¬ 
fault,  the  contractor  is  normally 
reimbursed  his  allowable  costs  less  the 
profit  factor.  In  defaults  involving  cost- 
reimbursement  and  time-and-material 
contracts,  the  Government  does  not 
generally  hold  the  contractor  liable  for 
excess  costs  of  reprocurement. 

§  1008.602  Termination  of  fixed-price 
supply  contracts  for  default. 

§  1008.602—1  The  Government’s  right 
to  terminate  for  default. 

There  are  normally  three  general 
causes  for  terminating  a  contract  for 
default  of  the  contractor: 

(a)  Failure  to  deliver.  If  the  con¬ 
tractor  fails  to  deliver  the  supplies  or 
perform  the  services  within  the  time 
specified  in  the  contract  the  right  (in 
the  absence  of  excusable  or  Government 
caused  delays)  has  accrued  to  the  Gov¬ 
ernment  to  immediately  terminate  for 
default.  In  addition,  if  the  contractor 
does  make  timely  delivery,  but  delivers 
defective  supplies  or  improperly  per¬ 
forms  services,  and  the  contractor  is 
unable  to  take  corrective  action  within 
the  unexpired  delivery  schedule  period, 
the  Government  also  has  the  right  to 
terminate  for  default.  • 

(b)  Failure  to  make  progress.  If  it  is 
ascertained  during  the  period  of  the  con¬ 
tract  delivery  schedule  that  the  con- 


tractor  is  failing  to  make  satisfactory 
progress  so  as  to  endanger  performance 
according  to  the  terms  of  the  contract, 
the  contractor  should  immediately  be 
put  on  wrritten  notice  (Registered  Mail — 
Return  Receipt)  by  the  ACO  under  the 
appropriate  provisions  of  the  Default 
clause  contained  in  the  contract.  The 
contracting  officer  must  notify  the  con¬ 
tractor  that  a  period  of  10  days  after 
receipt  of  notice  (or  such  longer  period 
as  the  contracting  officer  may  authorize 
in  writing  as  being  reasonably  neces¬ 
sary)  will  be  allowed  to  cure  such  fail¬ 
ures  (see  §  1008.602-3  (a)(1)  and  (b)). 
The  “cure”  notice  (see  §  1008.871(a) ) 
from  the  ACO  must  set  forth  the  nature 
and  extent  of  the  defects  the  contractor 
is  notified  to  “cure”,  and,  as  deemed  ap¬ 
propriate,  the  ACO  may  call  the  con¬ 
tractor’s  attention  to  that  portion  of  a 
specification  which  is  applicable  to  a 
defective  item(s).  The  period  of  time 
allowed  by  the  contracting  officer  to  cure 
contractor  defects  must  be  realistic,  and 
based  upon  sound  judgment.  Where 
the  allowed  cure  period  is,  through  neces¬ 
sity,  rather  lengthy,  the  contracting  of¬ 
ficer  may  call  upon  the  contractor  within 
10  days  after  receipt  of  the  “cure”  no¬ 
tice  to  show  evidence  of  his  actions  to 
insure  subsequent  compliance  with  the 
“cure”  notice.  Upon  the  failure  of  the 
contractor  to  cure  his  defects,  or  show 
proper  evidence  of  his  actions  to  insure 
subsequent  compliance  within  the  cure 
period  allowed,  the  Government  may, 
subject  to  the  limitations  as  set  forth  in 
the  Default  clause,  invoke  termination 
for  default  of  the  contractor. 

(c)  Failure  to  perform  any  of  the 
other  provisions  of  the  contract.  If  the 
contractor  fails  to  perform  any  of  the 
other  provisions  of  the  contract  accord¬ 
ing  to  its  terms  and  does  not  cure  such 
defect  within  a  period  of  10  days  after 
receipt  of  a  “cure”  notice  (or  longer 
period  as  the  contracting  officer  may  au¬ 
thorize  in  writing),  see  §  10Q8.871(a), 
the  Government  may,  subject  to  the 
limitations  as  set  forth  in  the  Default 
clause,  terminate  the  contract  in  whole 
or  in  part  for  default  of  the  contractor. 
Special  procedures  are  set  forth  in  §  30.4, 
Appendix  D  of  this  title  in  connection 
with  violations  of  gratuities  clauses. 

§  1008.602—3  Procedure  for  default. 

(a)  Responsibility  of  administrative 
contracting  officer.  ACOs  have  primary 
responsibility  for  initiating  prompt  ac¬ 
tion  pertaining  to  possible  termination  of 
contracts.  Base  procurement  activities 
see  §  1008.651. 

(1)  Pursuant  to  the  Default  clause 
contained  in  most  AF  contracts,  the  ACO 
is  empowered  to  furnish  a  “cure”  notice 
(see  §§  1008.602-1  (b)  and  1008.871(a)) 
to  a  contractor  endangering  performance 
of  his  contract.  The  procuring  con¬ 
tracting  officer,  the  office  having  pro¬ 
duction  administrative  responsibilities, 
the  readjustment  activity  in  the  respon¬ 
sible  Contract  Management  Region,  and 
AMC  (MCPKT)  will  receive  an  informa¬ 
tion  copy  of  the  aforementioned  “cure” 
notice,  however  the  ACO  may  dispatch 
the  “cure”  notice  on  his  Own  initiative 
and  without  prior  procuring  contracting 
officer  coordination  or  approval.  If  the 
contractor  fails  to  cure  the  condition 


endangering  contract  performance,  the 
administering  activity,  will  immediately 
furnish  full  information  to  the  procur¬ 
ing  contracting  officer  by  means  of  a 
letter  or  DD  Form  375  plainly  stamped 
or  marked  “Action  Document”  in  large 
red  letters  and  recommend  that  the  con¬ 
tractor  be  notified  by  a  “show  cause” 
letter  of  the  possibility  of  the  contract 
being  terminated  for  default  (see  para¬ 
graphs  3(c)(2)  of  this  section  and 
§  1008.871(d) ).  A  copy  of  the  recom¬ 
mendation  from  the  administering  ac¬ 
tivity  to  the  procuring  contracting  officer 
will  be  furnished  to:  (i)  AMC  (MCPKT) , 
and  (ii)  the  readjustment  activity 
located  at  the  responsible  Contract 
Management  Region. 

Note:  There  is  no  legal  requirement  for 
sending  a  "show  cause”  letter  where  the 
contractor  has  failed  to  comply  with  the 
terms  of  a  “cure”  notice.  However,  unless 
time  for  delivery  has  become  critical,  it  is 
advisable  to  issue  such  a  letter. 

(2)  In  the  event  the  contract  is  al¬ 
ready  delinquent,  or  will  become  delin¬ 
quent  prior  to  the  expiration  of  a  rea¬ 
sonable  cure  period,  the  ACO  should 
promptly  recommend  issuance  of  a 
“show  cause”  letter  to  the  procuring 
contracting  officer.  Such  a  recommenda¬ 
tion  can  be  made  on  a  DD  Form  375 
“Action  Document”,  by  separate  letter, 
telegram,  telephone  call  or  any  other 
means  as  dictated  by  the  urgency  of 
the  situation.  In  the  event  an  appar¬ 
ently  reliable  production  estimate  in¬ 
dicates  that  the  contract  will  be  com¬ 
pleted  within  thirty  (30)  days  after 
becoming  delinquent,  it  is  not  necessary 
to  issue  any  notice  to  the  contractor 
except  as  advisable  to  prevent  a  waiver 
of  delivery  schedule  such  as  might  arise 
with  the  unqualified  acceptance  of  late 
partial  deliveries  (see  §  1008.601-51). 
However,  care  should  be  exercised  to 
insure  that  no  contract  delinquency  at¬ 
tributable  to  the  fault  of  the  contractor 
or  his  subcontractor/supplier  is  allowed 
to  continue  for  a  period  beyond  thirty 
(30)  days  without  issuance  of  a  “show 
cause”  letter. 

(3)  If  the  procuring  contracting  of¬ 
ficer  (see  paragraph  (c)  (2)  of  this  sec¬ 
tion)  concurs  in  the  advisability  of  noti¬ 
fying  the  contractor  to  show  cause  the 
ACO  will,  within  5  days  after  receipt  of 
the  procuring  contracting  officer’s  con¬ 
currence,  notify  the  contractor  by  letter 
(Registered  Mail — Return  Receipt,  or ' 
handcarried  to  the  contractor  and  re¬ 
ceipted  copy  obtained)  that  the  Govern¬ 
ment  is  considering  termination  for  de¬ 
fault  by  reason  of  the  contractor’s 
failure  to  comply  with  the  delivery  sched¬ 
ule  or  contractual  specifications,  failure 
to  make  progress  so  as  to  endanger  per¬ 
formance  or  failure  to  comply  with  other 
contractual  provisions  (as  applicable). 
The  contractor  should  be  requested  to 
submit  within  10  days  (or  such  longer 
time  as  the  ACO  deems  reasonable  under 
the  circumstances)  his  reasons  why  the 
contract  should  not  be  terminated  for 
default.  The  letter  by  the  ACO  should 
call  the  contractor’s  attention  to  the 
liabilities  that  may  be  invoked  if  the  con¬ 
tract  is  terminated  for  default.  Sug¬ 
gested  formats  for  this  letter  are  set 
forth  in  §  1008.871.  Before  release,  the 
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letter  should  be  coordinated  with  the 
cognizant  production  and  quality  con¬ 
trol  personnel;  after  release,  no  further 
action  under  the  contract  will  be  taken 
by  production  or  quality  control  per¬ 
sonnel  without  prior  approval  of  the  ad¬ 
ministrative  contracting  officer.  One  _ 
copy  of  the  ACO’s  letter  to  the  contractor 
will  (with  appropriate  identification  as 
to  origin)  be  furnished  to  each  of  the 
following ; 

(i)  The  office  having  primary  produc¬ 
tion  responsibility. 

(ii)  The  office  having  primary  qual¬ 
ity  control  responsibility. 

(iii)  The  procuring  contracting  of¬ 
ficer. 

(iv)  Contractor’s  sureties,  assignees, 
or  guarantors,  if  any. 

(v)  The  appropriate  accounting  and 
finance  officer  where  the  contractor  has 
a  guaranteed  loan,  progress  payment,  or 
advance  payment. 

(vi)  Readjustment  activity  delegated 
authority  to  terminate  for  default  of 
contractor  (see  §  1008.650). 

(vii)  Terminations  Branch  AMC 
(MCPKT) . 

(4)  Upon  receipt  of  the  contractor’s 
reply,  or  if  no  reply  is  received  at  the 
expiration  of  the  period  for  contractor’s 
reply  to  the  letter  notifying  him  of  the 
possible  default  action,  the  ACO  will  im¬ 
mediately  send  the  following  informa¬ 
tion  in  writing  to  the  procuring  con¬ 
tracting  officer  with  information  copies 
to  activities  shown  in  subparagraph 
(3)  (vi)  and  (vii)  of  this  paragraph: 

(i)  ACO’s  evaluation  of  the  contrac¬ 
tor’s  promises  and  excuses  (if  any  have 
been  submitted)  and  an  estimate  of  the 
time  deemed  reasonable  for  the  contrac¬ 
tor  to  complete  the  contract. 

(ii)  The  current  status  of  production. 

(iii)  ACO’s  recommendations  as  to 
whether  or  not  the  contract  should  be 
terminated  for  default. 

(5)  It  is  recognized  that  despite  the 
most  diligent  efforts  on  the  part  of  pro¬ 
duction  personnel  and  ACO’s,  some  con¬ 
tractors  will  fail  or  refuse  to  adhere  to 
contractual  obligations.  When  such 
failure  or  refusal  is  detected  it  is  incum¬ 
bent' upon  the  ACO  to  recommend  affirm¬ 
ative  action  adequate  to  remedy  the 
unsatisfactory  aspects  of  the  contract 
being  administered.  While  it  is  not 
contemplated  that  default  termination 
will  be  recommended  for  each  and  every 
contpstet  as  soon  as  it  becomes  delin¬ 
quent  as  to  any  substantive  provision, 
nevertheless  ACO  will  be  responsible  fpr 
recognizing  at  an  early  date  the  exist- 
tence  of  any  unsatisfactory  conditions 
that  may  result  in  the  contractor’s  fail¬ 
ure  to  meet  the  contract  delivery  sched¬ 
ule  or  deliver  supplies  in  conformance 
with  contract  specifications.  (See 
§  1001.305-52 (c)  (4)  of  this  chapter.) 
Inasmuch  as  the  Government  may  be 
adjudged  to  have  abandoned  or  waived 
the  delivery  schedule  (§  1008.601-51) 
unless  action  is  taken  incident  to  default 
termination  within  a  reasonable  time 
after  expiration  of  the  delivery  schedule, 
it  is  of  paramount  importance  that 
ACOs,*  insofar  as  possible,  anticipate 
contractor  failures  and  be  prepared  to 
initiate  timely  action  that  properly  pro¬ 
tects  the  Government’s  interest.  It  is 


highly  desirable  to  initiate  a  written 
"cure”  notice  (see  §  1008.602-1  (b)  and 
(c) )  at  the  earliest  point  during  the  con¬ 
tract  delivery  schedule  when  it  becomes 
apparent  the  contractor  is  endangering 
performance  (see  §  1008.871(a)  for 
“cure”  letter  format).  While  oral  ad¬ 
monitions  may  attain  desired  results  in 
many  instances,  such  actions  are  of  no 
avail  to  the  Government  if  it  is  subse¬ 
quently  ascertained  that  the  contract 
should  be  terminated  for  default  of  the 
contractor,  and  they  may  prejudice  the 
Government’s  position  by  indicating  ac¬ 
quiescence  in  the  contractor’s  failure. 
Therefore,  the  ACO  should  issue  proper 
and  timely  written  notices  to  the  con¬ 
tractor  and  make  timely  recommenda¬ 
tions  for  default  termination,  as  war¬ 
ranted,  so  as  to  avoid  the  aforemen¬ 
tioned  waiver  or  abandonment  of  the 
delivery  schedule  and  the  resultant  de¬ 
lay  in  obtaining  delivery  of  needed  sup¬ 
plies,  services  or  construction. 

(6)  Responsibilities  subsequent  to  re¬ 
quest  for  default  investigation:  The  ACO 
while  continuing  his  administrative 
duties  in  connection  with  a  contract  will 
maintain  close  liaison  with  the  termina¬ 
tion  contracting  officer  (TCO)  and  the 
procuring  contracting  officer  subsequent 
to  the  request  for  default  investigation, 
and  will: 

(i)  Coordinate  in  advance  with  the 
TCO  any  contemplated  action  in  connec¬ 
tion  with  the  contract  under  investiga¬ 
tion. 

(ii)  Coordinate  with  the  TCO  before 
allowing  production  or  quality  control 
personnel  to  visit  contractor’s  facility  in 
connection  with  contract  being  investi¬ 
gated  or  accepting  quantities  of  items 
thereunder. 

Note:  The  provisions  of  this  section  do 
not  preclude  acceptance  of  delinquent  items, 
however,  the  ACO  should  insure  the  con¬ 
tractor  has  been  notified  substantially  as 
set  forth  in  §  1008.601-51  (c) . 

Note:  This  provision  does  not  pertain  to 
other  contracts  with  the  same  contractor 
that  are  not  under  investigation,  however, 
all  Government  personnel  should  refrain 
from  discussing  any  aspects  of  contracts 
being  investigated  for  possible  default  ter¬ 
mination  unless  specifically  requested  to  do 
so  by  the  TCO. 

(iii)  Release  unexpended  funds  under 
contracts  terminated  for  default:  The 
contracting  officer  responsible  for  the 
administration  of  the  terminated  con¬ 
tract  will  determine  the  exact  amount  of 
funds  unexpended  under  the  contract  as 
of  the  effective  date  of  default  termina¬ 
tion.  Upon  receipt  of  information  from 
the  TCO  that  notice  of  default  termina¬ 
tion  has  been  released  to  the  contractor, 
the  ACO  will  prepare  and  issue  an  ap¬ 
propriate  administrative  notice  to  re¬ 
lease  the  unexpended  funds.  The  ad¬ 
ministrative  notice  will:  (a)  Reference 
the  termination  action  taken  and  set 
forth  the  exact  amount  of  funds  to  be 
released  and  (b)  will  specify  that  re¬ 
leased  funds  are  to  be  retained  for  use 
by  the  procuring  activity  in  effecting 
reprocurement  of  goods  or  services  ter¬ 
minated.  (See  §  1008.602-6.)  If  the 
termination  action  under  the  Default 
clause  is  subsequently  reversed  by  the 
Armed  Services  Board  of  Contract  Ap¬ 
peals,  or  the  notice  of  default  termina¬ 


tion  is  converted  to  a  termination  for 
the  convenience  of  the  Government,  and 
either  of  these  actions  results  in  a  cost 
settlement  with  the  terminated  con¬ 
tractor,  funds  in  the  amount  necessary 
to  accomplish  settlement  of  the  contrary 
tor’s  claim  will  be  re-obligated  to  the 
terminated  contract  by  the  appropriate 
procuring  activity. 

(b)  Responsibility  of  production  fdi. 
low-up  activities.  Within  AMC,  produc¬ 
tion  activities  will  be  governed  by  AMCM 
84-2. 

(c)  Responsibility  of  procuring  con¬ 
tracting  officer.  Procuring  Contracting 
Officers  are  charged  with  the  responsi¬ 
bility  of  deciding  whether  or  not  a  con¬ 
tract  should  be  submitted  to  a  TCO  for 
investigation  incidental  to  default  inves¬ 
tigation.  Procuring  contracting  officers 
may  submit  their  recommendation  for 
default  termination  based  upon  (1)  in- 
formation  obtained  from  an  administra¬ 
tive  contracting  officer,  (2)  their  own 
initiative,  or  (3)  unified  efforts  of  all 
Government  personnel  concerned  (base 
procurement  activities  see  §  1008.651). 

(i)  It  is  not  possible  to  establish  spe¬ 
cific  and  steadfast  guidelines  as  to  when 
the  procuring  contracting  officer  should 
or  will  request  default  investigation,  in¬ 
asmuch  as  each  individual  contract  must 
be  considered  on  its  respective  merits. 
However,  the  following  general  guide¬ 
lines  are  furnished  for  application  as 
appropriate. 

(a)  It  is  not  necessary  to  establish  a 
prima  facie  case  before  requesting  inves¬ 
tigation  for  default  termination. 

(b)  If  in  doubt  as  to  whether  or  not  a 
request  should  be  made  for  default  inves¬ 
tigation,  such  doubt  should  always  be  re¬ 
solved  in  favor  of  requesting  the  default 
investigation. 

(c)  In  arriving  at  a  decision  for  or 
against  requesting  default  investigation, 
consideration  must  be  given  to  the  cur¬ 
rent  status  of  the  contract  in  question, 
and  what  effect  a  delay  in  action  will 
have  upon  the  rights  of  the  Government. 
Waiver  or  abandonment  of  a  delivery 
schedule  must  be  avoided.  In  the  event 
it.  is  decided  that  extension  of  the  deliv¬ 
ery  schedule  is  necessary  because  of  the 
existence-  of  excusable  delay,  or  it  will  be 
mutually  advantageous  to  the  Govern¬ 
ment  and  the  contractor,  such  extension 
should  be  promptly  covered  by  a  supple¬ 
mental  agreement  to  the  contract. 
While  consideration  must  normally  be 
obtained  for  any  extension  of  delivery 
schedule  necessitated  by  the  fault  of  the 
contractor,  such  consideration  is  not 
necessarily  limited  to  monetary  recoup¬ 
ment  and,  if  justified,  may  be  nominal. 
In  any  event,  the  procuring  contracting 
officer  is  very  seldom  justified  in  permit¬ 
ting  a  contract  to  become  delinquent  and 
remain  delinquent  longer  than  thirty 
(30)  days  without  taking  affirmative  ac¬ 
tion  incident  to:  (1)  Default  termina¬ 
tion  or  (2)  extension  of  the  delivery 
schedule. 

(ii)  Within  5  days  after  receiving  a 
recommendation  from  the  ACO  that  the 
contractor  be  notified  by  a  “show  cause” 
letter  of  possible  default  termination, 
the  procuring  contracting  officer  will 
notify  the  ACO  of  his  concurrence  or 
nonconcurrence.  If  the  procuring  con¬ 
tracting  officer  is  unable  to  make  a  de- 
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rision  within  5  days,  he  will  notify  the 
ACO  of  the  date  when  a  decision  may  be 
Expected.  Under  any  circumstances,  a 
copy  of  the  procuring  contracting  offi¬ 
cer’s  reply  to  the  ACO  will  be  concur¬ 
rently  forwarded  to  the  responsible  CMR 
readjustment  activity  and  to  AMC 
(MCPKT).  In  turn,  the  readjustment 
activity  of  the  CMR  where  the  contract 
is  being  administered  will  monitor  de¬ 
velopments  and  furnish  advice  and  guid¬ 
ance  as  deemed  appropriate  with  a  view 
toward  protecting  the  Government’s  in¬ 
terest  and  avoiding  “waiver”  or  “aban¬ 
donment”  situations  where  default 
termination  appears  warranted. 

(iii)  After  receiving  the  ACO’s  recom¬ 
mendations  following  the  contractor’s 
reply  to  the  Government  letter  inform¬ 
ing  him  of  possible  default  termination 
(see  paragraph  (a)(3),  and  (4)  of  this 
section) ,  the  procuring  contracting  offi¬ 
cer  will  make  his  decision  as  to  the  ad- 
visibility  of  pursuing  further  default 
action.  In  making  the  decision,  the  pro¬ 
curing  contracting  officer  will  consider 
the  following,  in  addition  to  the  factors 
set  forth  in  §  8.602-3  (a)  of  this  title: 

(o)  Any  changes  under  the  contract, 
or  other  action  on  the  part  of  the  Gov¬ 
ernment  which  might  have  contributed 
to  the  cause  or  failure  to  perform. 

(b)  The  possibility  of  collection  of  liq¬ 
uidated  damages  (if  provided  in  the 
contract) . 

(c)  Whether  it  appears  that  the  con¬ 
tractor  submitted  an  unrealistic  delivery 
schedule  to  obtain  an  advantage  over 
competitors. 

(iv)  If  the  procuring  contracting  offi¬ 
cer,  after  careful  evaluation  of  all  factors 
involved,  decides  not  to  pursue  further 
action  incident  to  requesting  default  in¬ 
vestigation  he  will : 

(a)  Prepare  a  detailed  statement  of 
findings  in  at  least  four  copies  and  obtain 
concurrence  with  such  finding^  from  the 
local  staff  judge  advocate. 

Note:  In  the  event  the  staff  judge  advo¬ 
cate  does  not  concur  in  the  aforementioned 
findings,  the  procuring  contracting  officer 
will  hold  further  action  in  abeyance  and 
refer  the  matter  to  the  readjustment  activity 
of  the  CMR  where  the  contract  is  being 
administered  for  appropriate  decision. 

After  the  aforementioned  concurrence, 
the  following  distribution  of  the  findings 
will  be  made  promptly  by  the  procuring 
contracting  officer: 

(f)  Contract  file  (original). 

(2)  CMR  readjustment  activity. 

(3)  Administrative  contracting  officer. 

(4)  AMC  (MCPKT). 

(b)  If  a  decision  has  been  reached  to 
permit  the  contractor  to  continue  per¬ 
formance,  prepare  the  necessary  supple¬ 
mental  agreement  extending  the  delivery 
schedule  if  the  present  schedule  is  about 
to  expire  or  has  already  expired. 

(c)  If  the  contract  delivery  schedule 
has  not  expired  and  the  delinquent  con¬ 
tractor  has  made  a  satisfactory  reply  to 
the  ACO’s  “cure”  notice  (see  paragraph 
(a)(5)  of  this  section),  the  contractor 
may  be  advised  substantially  as  set  forth 
in  1  1008.871(c).  Care  should  be  taken 
to  insure  that  the  contractor  is  not  ad¬ 
vised  that  default  will  be  withheld  to  a 
date  beyond  the  expiration  of  the  deliv¬ 
ery  schedule  (see  §  1008.601-51). 


(v)  The  procuring  contracting  officer 

upon  reaching  the  decision  to  request  de¬ 
fault  investigation  will  immediately  pre¬ 
pare  and  forward  AFPI  Form  49,  “Ter¬ 
mination  Authority,”  in  four  copies  to  the 
readjustment  activity  of  the  CMR  within 
whose  jurisdiction  he  is  located.  In  the 
event  that  a  show  cause  notice  has  not 
been  previously  issued,  the  procuring 
contracting  officer  may  concurrently 
issue,  or  instruct  the  ACO  to  issue,  a 
“show  cause”  notice  in  substantially  the 
form  set  forth  in  §  1008.871  (b)  or  (d)  as 
appropriate.  ,  , 

Note:  “Stop  Work”  provision  to  be  used 
only  under  certain  circumstances.  See  Foot¬ 
note  with  §  1008.871(d). 

Inasmuch  as  the  termination  contract¬ 
ing  officer  must  rely  on  the  information 
submitted  by  the  procuring  contracting 
officer,  and  other  Government  repre¬ 
sentatives,  it  is  especially  important  that 
every  effort  be  made  to  provide  the  data 
that  will  be  required  to  successfully  ac¬ 
complish  the  investigation.  Incomplete 
or  inaccurate  information  results  in  a 
delayed  investigation  and  unnecessary 
communication  expense. 

(vi)  In  addition  to  the  requirements 
of  paragraph  (a)  (5)  of  this  section,  the 
following  will  be  transmitted  to  the 
CMR: 

(a)  One  legible  and  complete  copy  of 
the  contract,  change  orders,  and  supple¬ 
mental  agreements  thereto. 

(b)  A  copy  of  all  pertinent  corres¬ 
pondence. 

(c)  A  copy  of  all  notices  sent  to  the 
contractor  with  proof  of  service. 

Note:  Normally  the  aforementioned  copies 
cannot  be  returned  to  originator  inasmuch 
as  they  become  a  part  of  permanent  records 
or  are  used  in  defending  an  appeal,  If  taken 
by  the  contractor. 

(vii)  The  procuring  contracting  officer 
will  notify  the  ACO  promptly  of  any  ac¬ 
tion  taken  in  relation  to  default  termina¬ 
tion.  Thereafter,  the  procuring  con¬ 
tracting  officer  will  assist  the  TCO  to  the 
maximum  extent  possible  (see  paragraph 
(d)  (4)  (i)  of  this  section). 

(viii)  If  the  requirements  for  the  sup¬ 
plies  or  services  under  a  delinquent  con¬ 
tract  no  longer  exist  and  the  contractor 
is  agreeable  to  the  acceptance  of  a  no- 
cost  termination,  the  procuring  con¬ 
tracting  officer  may  enter  into  a  no-cost 
settlement  agreement  referred  to  in 
§§  8.806-6  and  8.806-7  of  this  title  if  such 
action  is  in  the  best  interest  of  the  Gov¬ 
ernment  (see  §  8.602-4(c)  of  this  title).. 
The  procedure  as  set  forth  in  §  1008.653 
will  be  followed  in  this  event  (see  §  8.- 
602-5  of  this  title).  As  an  additional 
requirement,  the  “Memorandum  for 
File”  will  spell  out:  (a)  When  it  was 
first  ascertained  that  the  supplies  or 
services  were  no  longer  required,  and  if 
at  that  time  the  contract  was  delinquent 
as  to  substantive  provisions,  and  (b)  the 
specific  reasons,  in  detail,  why  the  sup¬ 
plies  or  services  are  no  longer  required. 
If  the  contractor  is  not  agreeable  to  ac¬ 
cepting  a  no-cost  termination  and  the 
elements  of  actionable  default  are  pres¬ 
ent,  the  procuring  contracting  officer  will 
send  the  file,  properly  prepared  accord¬ 
ing  to  paragraph  (c)  (3)  (v)  of  this  sec¬ 
tion,  to  the  responsible  CMR  readjust¬ 
ment  activity  for  default  investigation.. 


(d)  Responsibility  of  termination 
contracting  officers  authorized  to  termi¬ 
nate  contracts  for  default.  When  a  duly 
designated  TCO  is  assigned  to  conduct 
an  investigation  as  to  whether  or  not 
there  is  a  basis  for  default  termination, 
he  will  proceed  to  make  his  determina¬ 
tion  in  the  manner  set  forth  below: 

(1)  Expeditiously  conduct  a  thorough 
review  of  AFPI  Form  49,  “Termination 
Authority”,  and  its  attachments,  the 
contract,  the  facts  and  circumstances 
surrounding  the  contract,  all  corre¬ 
spondence  and  related  documents,  the 
specific  failure  of  the  contractor,  the 
contractor’s  excuses,  if  any,  for  such 
failures,  applicable  regulations,  and  con¬ 
tract  law.  As  deemed  appropriate,  the 
TCO  may  invite  the  contractor  to  dis¬ 
cuss  the  matter  in  person  at  a  confer¬ 
ence  (see  |  8.602-3 (b)  of  this  title),  and 
will  always  insure  that  the  contractor  is 
afforded  an  ample  opportunity  to  set 
forth  any  reasons  why  the  contract 
should  not  be  terminated  for  default. 

(2)  Section  8.602-3 (a)  of  this  title 
sets  forth  factors  that  a  TCO  should 
consider.  In  addition,  if  the  records  do 
not  reveal  sufficient  facts  to  determine 
whether  the  contractor’s  failure  is  ex¬ 
cusable  under  the  terms  of  the  contract, 
and  a  “show  cause”  notice  has  not  been 
issued,  then  such  notice  may  be  issued 
by  the  TCO.  The  notice  will  fix  a  date 
for  reply,  advise  the  contractor  that 
failure  to  present  an  excuse  may  through 
necessity  be  considered  an  admission 
that  none  exists,  and  if  appropriate  in¬ 
form  the  contractor  that,  pending  re¬ 
ceipt  of  the  contractor’s  reply,  the  work 
is  to  be  suspended  under  the  contract. 
If  the  default  action  is  predicated  upon 
any  failure  of  the  contractor  other  than 
failure  to  make  timely  delivery,  the  con¬ 
tractor  will  be  given  written  notice 
specifying  the  failure,  and  a  period  of  at 
least  10  days  will  be  granted  within 
which  to  cure  such  failure.  If  the  con¬ 
tractor  fails  to  cure  such  failure  within 
the  specified  time,  or  if  termination  ac¬ 
tion  is  predicated  upon  the  contractor’s 
failure  to  make  timely  deliveries,  the 
contract  may  be  terminated  for  default 
immediately.  During  the  default  inves¬ 
tigation  and  prior  to  issuing  any  default 
termination  to  a  contractor,  the  TCO 
will  coordinate  with  the  local  staff  judge 
advocate  as  to  the  existence  of  an  ac¬ 
tionable  default  and  the  advisability  of 
terminating  the  contract  for  default. 
However,  the  final  decision  as  to  the 
action  to  be  taken  and  the  determination 
of  the  facts  to  be  included  in  the  findings 
must  be  made  by  the  TCO  according  to 
his  independent  judgment.  In  issuing 
the  notice  of  termination  for  default  the 
TCO  will  comply  with  §  8.602-3  (c)  and 

(d)  of  this  title.  In  those  cases  involv¬ 
ing  failure  to  make  timely  delivery,  the 
termination  notice  will  normally  be  dis¬ 
patched  by  telegram  to  the  contractor 
(Written  Report  of  Delivery  Requested) 
with  telegraphic  information  copies  to 
the  administrative  and  procuring  con¬ 
tracting  officer  (s) .  In  all  other  instances 
(except  where  time  is  of  the  essence)  the 
termination  notice  (Registered  Mail — 
Return  Receipt)  will  usually  follow  a 
letter  format,  setting  forth  the  perti¬ 
nent  data,  including  complete  and  ade¬ 
quate  findings.  Supplemental  distribu- 
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tion  will  be  according  to  subparagraph 

(4)  (iii)  of  this  paragraph. 

Note:  A  default  termination  is  a  unilat¬ 
eral  exercise  of  a  right  by  the  Government 
and  a  follow-up  supplemental  agreement  to 
cover  this  type  termination  is  not  issued. 
If  contractor  appeal  of  a  default  termination 
to  ASBCA  is  sustained  see  §  1008.655(e). 

(3)  If  it  is  determined  that  the  facts 
are  insufficient  to  support  an  immediate 
default  termination  and  it  is  neverthe¬ 
less  desired  by  the  initiator  of  the  AFPI 
Form  49  to  terminate  for  good  and  co¬ 
gent  reasons  the  termination  contracting 
officer  may  pursue  pretermination  nego¬ 
tiation  action  pursuant  to  §  1008.602-4. 
If  pretermination  negotiation  is  not  war¬ 
ranted  or  fails  to  provide  a  satisfactory 
solution,  the  TCO  will  terminate  for  de¬ 
fault  of  the  contractor  or  for  convenience 
of  the  Government,  as  deemed  appropri¬ 
ate,  or  in  the  alternative,  take  action  as 
outlined  in  §  8.602-4  of  this  title. 

(4)  Authority  and  responsibility  of  the 
TCO  are  set  forth  below: 

(i)  Assume  full  cognizance  over  the 
contract  upon  receipt  of  AFPI  Form  49. 
After  referral  to  the  readjustment  activ¬ 
ity  the  initiator  of  the  AFPI  Form  49 
will  not  take  independent  action  on  any 
matters  pertaining  to  the  contract  under 
investigation  without  prior  approval  or 
concurrence  of  the  TCO. 

(ii)  Incidental  to  the  default  investi¬ 
gation,  the  TCO  may,  by  unilateral  or  bi¬ 
lateral  action,  re-establish  a  reasonable 
and  realistic  delivery  schedule  for  the 
contract  in  question  if  it  is  ascertained 
that  the  delivery  schedule  in  the  con¬ 
tract,  or  amendments  thereto,  has  prob¬ 
ably  been  waived  by  the  Government  (see 
§  1008.601-51).  As  deemed  appropriate 
by  the  TCO,  the  delivery  schedule  may 
be  re-established  by  use  of:  (a)  letter, 

(b)  telegram,  or  (c)  formal  supplemen¬ 
tal  agreement  to  the  contract.  To  the 
extent  practicable  this  action  will  be 
coordinated  in  advance  between  the  TCO 
and  the  initiator  of  the  AFPI  Form  49, 
with  notification  to  the  ACO. 

(iii)  Distribution  of  notices  of  default 
termination  and  assessment  or  non-as¬ 
sessment  of  excess  costs  (also  applicable 
to  breach  of  contract).  The  TCO  will 
comply  with  §  8.602-3  (e)  of  this  title  and 
be  responsible  for  accomplishing  distri¬ 
bution  of  copies  of  the  foregoing  notices 
to  the  following  activities: 

(a)  Two  copies  to  contractor  by  cer¬ 
tified  or  registered  mail — return  receipt 
requested.  Telegraphic  notice  of  termi¬ 
nation  (Western  Union — Written  Report 
Delivery)  may  be  used  when  advisable. 

(b)  One  copy  to  buyer. 

(c)  One  copy  to  initiater  of  the  pro¬ 
curement. 

( d )  One  copy  to  accounting  and  fi¬ 
nance  office  designated  to  make  pay¬ 
ment  under  the  contract. 

(e)  One  copy  to  accounting  and  fi¬ 
nance  office  at  Headquarters  of  TCO. 

(/)  One  copy  to  surety  and/or  as¬ 
signee. 

(g)  One  copy  to  APD,  AFPRO,  or 
other  office  responsible  for  administra¬ 
tion  of  the  contract.  Base  procurement 
offices  also  send  a  copy  of  breach  notices 
to  the  appropriate  CMR. 

( h )  Contract  distribution  office:  Suf¬ 
ficient  copies  to  service  all  other  dis¬ 
tributees  under  the  contract  involved. 


(i)  Hq  AMC  as  follows:  One  copy 
to  Contract  Management  Division 
(MCPKT).  One  copy  to  Financial 
Branch  (MCPMF). 

(5)  If  an  appeal  is  taken  by  the  de¬ 
faulted  contractor,  the  TCO  will  com¬ 
ply  with  §  1054.504  of  this  chapter. 

(6)  Assessment  or  non-assessment  of 
excess  costs  of  reprocurement:  If  after 
conducting  a  review  as  set  forth  in  the 
preceding  subparagraphs,  the  TCO  finds 
and  determines  that  the  facts  substanti¬ 
ate  a  default  termination  (or  “breach”), 
and  such  action  is  takep,  the  TCO  will 
thereafter  request  the  initiator  of  the 
AFPI  Form  49  to  furnish  detailed  in¬ 
formation  as  to  reprocurement  of  similar 
supplies  or  services  and  the  total 
amount  of  excess  costs,  if  any,  incurred 
by  the  Government  as  a  result  of  the 
contractors  default  (for  Breach  of  Con¬ 
tract  see  §  1008.652).  Upon  receipt  of 
the  requested  information,  the  TCO 
will  prepare  findings  in  which  demand 
will  be  made  upon  the  defaulted  (or 
“breached”)  contractor,  its  sureties  and 
guarantors  for  payment  of  the  amount 
of  excess  costs  as  computed  in  the  find¬ 
ings,  and  the  contractor  will  be  directed 
to  forward  a  certified  check  for  such 
amount  (payable  to  the  Treasurer  of  the 
United  States)  to  the  comptroller,  fi¬ 
nancial  division,  at  the  headquarters  to 
which  the  TCO  issuing  the  notice  of  as¬ 
sessment  is  assigned.  If  funds  due  to 
the  contractor  for  work  performed  under 
the  contract  and  utilized  by  the  Govern¬ 
ment  are  in  possession  of  the  account¬ 
ing  and  finance  office  concerned  in  an 
amount  sufficient  to  satisfy  the  assess¬ 
ment,  the  Notice  of  Excess  Costs  will 
reflect  this  application  of  funds,  and  it 
will  not  be  necessary  for  the  contractor 
to  make  separate  payment.  If  the  in¬ 
formation  submitted  by  the  initiator  of 
the  AFPI  Form  49  indicates  that  there 
is  to  be  no  reprocurement  of  similar 
supplies  or  services  or  that  reprocure¬ 
ment  of  similar  supplies  or  services  was 
accomplished  without  the  Government's 
incurring  any  excess  cost,  a  finding  as 
to  nonassessment  of  excess  cost  (not  ap¬ 
plicable  to  Breach  of  Contract)  will  be 
issued  to  the  contractor  by  the  TCO  (see 
§§  1008.602-6  and  1054.2200  of  this 
chapter) . 

§  1008.602—4  Procedure  in  lieu  of  ter¬ 
mination  for  default. 

In  addition  to  the  courses  of  action 
set  forth  in  §  8.602-4  of  this  title  the 
TCO  may  negotiate  a  pretermination 
agreement  with  the  contractor  whereby 
a  settlement  ceiling  amount  less  than 
would  be  payable  under  an  ordinary  con¬ 
venience  termination  is  established,  sub¬ 
ject  to  audit  verification  of  contractor 
costs.  This  procedure  may  be  consid¬ 
ered  when  the  Government  received 
something  less  than  it  was  entitled  to 
under  the  contract  and  yet  did  receive 
some  benefit  for  which  the  contractor 
should  be  reimbursed.  It  can  also  be 
utilized  where  a  termination  is  desired 
when  both  the  contractor  and  the  Gov¬ 
ernment  are  at  fault  to  some  degree. 
The  fault  of  the  Government  may  make 
a  default  termination  unsupportable  and 
yet  the  fault  of  the  contractor  may  make 
an  unlimited  convenience  termination 
unconscionable.  Termination  notices 


issued  upon  this  basis  will  specifically 
set  forth  the  limitations  upon  the  » 
spective  liabilities  of  the  parties  resulting 
from  the  termination  according  to  th 
previously  agreed  upon  conditions  h 
the  event  the  contract  is  terminated 
upon  this  basis,  the  TCO  may,  if  deemed 
necessary,  obtain  prior  coordination  tS 
the  initiator  of  AFPI  Form  49  and  will  1 
prepare  a  written  statement  to  be  placed  1 
in  the  termination  docket  file.  1 

§  1008.602-6  Repurchase  against  the  i 
contractor’s  account. 

The  contracting  officer  has  no  author¬ 
ity  to  waive  any  or  all  of  the  assessment  1 
of  excess  costs.  If  reprocurement  of  a  1 
like  number  of  items  of  equal  or  better 
quality  is  accomplished  at  a  cost  below 
the  price  of  the  defaulted  contract,  the 
Government  and  not  the  defaulted  con¬ 
tractor  is  entitled  to  the  savings.  How¬ 
ever,  the  contractor  will  be  liable  for 
any  excess  costs  incurred  by  the  Govern¬ 
ment  as  a  result  of  reprocurement  of 
supplies  or  services  similar  to  those  ter¬ 
minated  for  default.  Where  there  is  a 
default  of  two  or  more  items  under  a 
contract,  with  some  of  those  items  being 
reprocured  with  resultant  excess  costs 
and  the  remainder  being  reprocured  at 
a  savings  to  the  Government,  the  con¬ 
tractor  is  liable  only  for  the  next  excess 
costs.  For  example,  when  the  total  sav¬ 
ings  are  greater  than  the  total  excess 
costs  for  items  reprocured,  the  Govern¬ 
ment  sustains  no  loss,  and  excess  costs 
are  not  assessed.  Procuring  contracting 
officers  will,  if  requirements  still  exist, 
cause  new  procurements  to  be  initiated 
within  30  days  after  receipt  of  notice 
from  the  TCO  that  the  contract  has  been 
terminated  for  default.  Such  reprocure¬ 
ment  customarily  requires  a  replacement 
purchase  request  for  any  of  the  termi¬ 
nated  contract  items  still  required.  Such 
reprocurement  may,  however,  be  effected 
prior  to  the  issuance  of  the  notice  of 
default  termination  when  the  reprocure¬ 
ment  meets  the  criteria  for  a  public  ex¬ 
igency  contained  in  §  3.202  of  this  title. 

If  there  is  to  be  a  reprocurement,  a  pur¬ 
chase  request  will  be  issued  promptly 
and  transmitted  to  the  procuring  con¬ 
tracting  officer  by  the  organization  re¬ 
sponsible  for  requesting  the  supplies 
and/or  service.  Upon  receipt  of  the  pur-  / 
chase  request,  the  procuring  contracting 
officer  will  take  prompt  action  concern¬ 
ing  the  reprocurement.  Unreasonable 
delay  in  consummating  a  reprocurement 
contract  in  substitute  of  a  defaulted  con¬ 
tract,  and/or  procurement  on  the  basis 
of  a  specification  which  is  materially 
changed  may  release  a  contractor  from 
liability  for  excess  costs  of  reprocure¬ 
ment.  Therefore,  before  reprocurement 
is  made  on  the  basis  of  a  materially 
changed  specification,  consideration  will 
be  given  to  determining  whether  such 
change  and  consequent  release  of  the 
contractor  from  any  excess  costs  which 
may  result  from  such  reprocurement  is 
in  the  best  interest  of  the  Government 
In  general  it  may  be  said  that  the  Gov¬ 
ernment’s  obligation  in  effecting  a  repur¬ 
chase  is  simply  to  act  reasonable  to  min¬ 
imize  the  damages — otherwise  it  will  lose 
its  right  to  assess  the  excess  costs.  The 
repurchase  must  be  made  within  a  rea¬ 
sonable  time  after  the  termination.  The 
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lies  repurchased  must  be  as  similar 
s  practicable  to  those  terminated  in 
naUty  unit,  and  specifications,  and  the 
ontract  terms  should  vary  as  little  as 
C°  ible  xhe  contracting  officer  does 
Jave  considerable  discretion  in  effecting 
Xe  repurchase.  Since  repurchase  con¬ 
tracts  are  for  the  defaulted  contractor’s 
account,  they  ard  not  subject  to  the  stat¬ 
utory  advertising  requirements,  and  the 
contracting  officer  may  let  the  contract 
Sther  by  competitive  bidding  or  by  ne¬ 
gotiation,  whichever  he  deems  in  the  best 
interests  of  the  Government,  so  long  as 
L  action  is  reasonable  and  adequately 

otects  the  interests  of  the  defaulted 
contractor.  The  face  page  of  the  repro¬ 
curement  contract  will  bear  a  statement 
reading  “This  contract  constitutes  a  re- 
orocurement  of  supplies  and/or  services 
which  were  terminated  for  default  under 

Contract  No. _ ”.  Unexpended  funds 

remaining  on  the  terminated  contract 
are  normally  available  to  initiate  the 
new  procurement  (see  §  1008.602-3  (a) 
(6)  (iii)  )• 

8 1008.603  Termination  of  fixed-price 
construction  contracts  for  default. 

§  1008.603—1  Termination  of  the  con¬ 
tractor’s  right  to  proceed. 

See  §8.603-1  of  this  title  and  refer 
to  §  1008.602-1. 

§  1008.603-3  Procedure  for  default. 

In  addition  to  §  8.603-3  of  this  title 
follow  the  procedures  in  §  1008.602  as 
applicable  to  construction  contracts. 

§  1008.650  Authority  to  terminate  for 
default. 

•  '(a)  Delegation  of  authority  to  the 
commander,  AMC.  The  authority  to 
terminate  for  default  of  the  contractor 
those  contracts  entered  into  pursuant  to 
the  various  citations  in  §  1008.200-50  is 
hereby  delegated  to  the  Commander, 
AMC,  with  power  of  redelegation,  to  be 
exercised  subject  to  the  provisions  of 
Subchapter  A,  Chapter  1  of  this  title  and 
this  subchapter,  and  other  pertinent 
publications  and  directives. 

(b)  Delegation  of  authority  to  Direc¬ 
tor  of  Procurement  and  Production,  Hq 
AMC.  The  authority  vested  in  the  Com¬ 
mander,  AMC,  in  paragraph  (a)  of  this 

'section,  is  hereby  delegated  with  power 
of  redelegation  to  the  Director  of  Pro¬ 
curement  and  Production,  Hq  AMC,  and 
in  his  absence,  the  acting  Director  of 
Procurement  and  Production,  Hq  AMC. 

(c)  Redelegation  of  authority  from 
the  Director  of  Procurement  and  Pro¬ 
duction,  Hq  AMC.  The  authority  to 
terminate  contracts  for  default  of  the 
contractor  is  hereby  delegated  to  the 
respective  Commanders  of  the  Com¬ 
mands  and/or  activities  named  below, 
with  power  of  redelegation  to  duly  ap¬ 
pointed  contracting  officers: 

(1)  Chief,  Contract  Management  Di¬ 
vision,  Hq  AMC. 

(2)  Commander,  each  Contract  Man¬ 
agement  Region,  within  the  CMR 
readjustment  division. 

(3)  Director  of  Procurement,  Hq 
ARDC,  with  authority  to  redelegate  the 
appointing  power  to  equivalent  staff  offi¬ 
cers  at  subordinate  ARDC  activities. 
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(4)  Outside  the  continental  United 
States: 

(i)  Major  oversea  commanders. 

(ii)  Commander,  AMFPA. 

(iii)  Commander,  AMFEA. 

(iv)  Respective  commanders,  MATS, 
ADC  and  SAC  installations,  in  areas  not 
within  the  jurisdiction  of  any  other 
major  commander. 

(v)  Chief,  AF  foreign  missions. 

(vi)  Air  Attaches. 

§  1008.651  Contracts  administered  by 
contracting  officers  authorized  to  act 
in  dual  capacity  as  PCOs  and  ACOs. 

This  category  includes  contracts  exe¬ 
cuted  by  organizations  such  as  base  pro¬ 
curement  activities  where  the  contracts 
are  administered  by  the  contracting  offi¬ 
cer  effecting  the  procurement  rather 
than  referring  them  to  a  CMR  for  ad¬ 
ministration.  Insofar  as  is  applicable  to 
contracting  officers  in  base  procurement 
activities,  the  provisions  of  §  1068.602-3 
(a)  and  (c) ,  will  be  complied  with  to  the 
maximum  extent  practicable. 

(a)  When  the  facts  and  circumstances 
require  the  initiation  of  a  request  for 
default  investigation,  the  cognizant  base 
procurement  contracting  officer  will  nor¬ 
mally  issue  a  “show  cause”  notice  to  the 
contractor  in  substantially  the  format 
set  forth  in  §  1008.871  (b)  or  (d).  Con¬ 
currently  with  the  preparation  of  the 
“show  cause”  notice  the  base  procure¬ 
ment  contracting  officer  may  immedi¬ 
ately  prepare  and  forward  AFPI  Form  49, 
“Termination  Authority,”  as  set  forth 
in  paragraph  (b)  of  this  section.  The 
Termination  Authority  will  recommend 
investigation  for  default  termination  and 
will  be  supported  by  a  signed  detailed 
memorandum,  and  exhibits  thereto,  in¬ 
corporating  the  requirements  of  §  1008.- 
602-3 (c)  (5)  and  (6). 

(b)  The  Termination  Authority  and 
supporting  data  will  be  forwarded  by  the 
base  procurement  contracting  officer  as 
follows: 

(1)  Within  the  continental  United 
States  by: 

(1)  Base  procurement  or  other  pro¬ 
curement  activity  within  ARDC  only: 
as  directed  by  Commander,  ARDC. 

(ii)  Base  procurement  activities  of  all 
major  commands,  other  than  ARDC: 
directly  to  the  readjustment  activity  of 
the  contract  management  region  in 
whose  geographical  region  they  are  lo¬ 
cated,  with  information  copies,  if  any, 
distributed  according  to  instructions 
from  the  commanders  of  the  respective 
major  commands. 

(2)  Outside  the  continental  United 
States:  To  the  TCO  specifically  desig¬ 
nated  to  terminate  contracts  for  default 
of  the  contractor  as  set  forth  in 
§  1008.650(c)(4). 

§  1008.652  Procedure  for  handling  ter¬ 
mination  for  breach  of  contract  with 
contracts  not  over  $2,500,  that  do 
not  contain  default  clauses. 

•  See  §  16.303  of  this  title.) 

(a)  Where  a  contractor  has  failed  to 
perform  according  to  the  terms  of  his 
contract  without  justifiable  excuse  and 
the  base  procurement  or  equivalent  con¬ 
tracting  officer  at  the  activity  issuing 
the  contract  is  of  the  opinion  that  the 
contractor  has  thereby  “breached”  a 


contract  that  does  not  contain  a  default 
clause,  the  contracting  officer  will  take 
the  following  action: 

(1)  Conduct  an  investigation  as  de¬ 
scribed  in  §  1008.602-3  (d)  in  the  degree 
necessary  to  determine  whether  or  not 
the  Government  may  refuse  to  accept 
further  deliveries  and  subsequently  re¬ 
procure  the  supplies  or  services  from 
another  source.  Should  such  an  inves¬ 
tigation  indicate  that  the  Government 
may  not  at  the  time  refuse  to  accept 
goods  or  services,  the  contracting  officer 
may  thereafter  attempt  to  negotiate  for 
and  expedite  delivery,  or  in  the  alterna¬ 
tive  he  may  terminate  the  contract  for 
convenience  of  the  Government  on  a  cost 
or  no  cost  basis,  as  warranted.  If  doubt 
exists  as  to  whether  a  bilateral  contract 
exists,  it  is  suggested  that  the  advice 
of  the  local  staff  judge  advocate  be 
obtained. 

(2)  If  the  investigation  indicates  that 
the  Government  is  not  obligated  to  ac¬ 
cept  future  deliveries  and  may  purchase 
the  goods  or  services  from  another 
source,  the  contracting  officer  at  the  ac¬ 
tivity  issuing  the  contract  will,  after  ob¬ 
taining  a  local  staff  judge  advocate  re¬ 
view  (see  Subpart  E,  Part  1054  of  this 
chapter) ,  notify  the  contractor  by  tele¬ 
gram  (Written  Report  of  Delivery)  or 
registered  mail  (Return  Receipt)  in  sub¬ 
stantially  the  format  shown  below: 

You  are  hereby  notified  that  your  failure 
to  perform  (Contract  or  Purchase  Order 

No. _ )  in  the  time  required  by  the  terms 

thereof  constitutes  a  Breach  of  Contract. 
The  Government  will  no  longer  accept  de¬ 
livery  thereunder  and  at  its  option  may  pro¬ 
cure  the  undelivered  supplies  from  another 
source.  The  Government  will  hold  you 
liable  for  any  and  all  damages  resulting 
from  your  Breach  of  Contract. 

(3)  Upon  receipt  of  the  “breach”  no¬ 
tice  by  the  contractor  the  contracting 
officer  may  then  reprocure  the  goods  or 
services  from  another  source  if  the  re¬ 
quirement  still  exists. 

(4)  Upon  execution  of  the  reprocure¬ 
ment  contract,  the  contracting  officer 
will,  after  coordination  with  the  local 
staff  judge  advocate,  make  demand  upon 
the  “breached”  contractor  for'  all  valid 
damages,  in  the  form  of  a  letter  “De¬ 
mand  for  Payment  of  Damages  as  a  Re¬ 
sult  of  Breach  of  Contract.”  The  letter 
demanding  damages  need  not  follow  any 
particular  format  but  should  clearly 
state:  (i)  Contractor’s  name  and  com¬ 
plete  address,  (ii)  contract  or  purchase 
order  number,  (iii)  the  date  of  the  no¬ 
tice  of  breach  of  contract,  (iv)  name  and 
complete  address  of  reprocurement  con¬ 
tractor  plus  the  date  and  contract  num¬ 
ber,  (v)  a  reasonable  detailed  computa¬ 
tion  of  the  method  of  arriving  at  the 
extent  of  damages,  and  (vi)  demand  to 
forward  payment  to  the  appropriate  ac¬ 
counting  and  finance  activity  (payable 
to  the  Treasurer  of  the  United  States) . 

(5)  Concurrently  with  the  issuance  of 
the  demand  for  payment  of  damages  no¬ 
tice,  the  contracting  officer  will  furnish 
a  copy  of  that  notice  to  the  appropriate 
accounting  and  finance  office,  as  cited 
in  the  breached  contract,  to  permit  the 
instituting  of  necessary  collection  pro¬ 
cedures  (see  Subpart  V,  Part  1054  of  this 
chapter).  After  referral  to  the  appro¬ 
priate  accounting  and  finance  compo- 
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nent  the  contracting  officer  is  not  re¬ 
quired  to  make  any  further  attempts  to 
recover  the  damages  caused  by  the 
“breach  of  contract,”  unless  requested  to 
do  so  by  the  accounting  and  finance 
office. 

(b)  Some  AF  contracts  do  contain  a 
Disputes  Clause  although  the  termina¬ 
tion  clauses  have  not  been  incorporated 
therein.  If  the  contract  contains  a  Dis¬ 
putes  Clause  the  “breached”  contractor 
may  properly  appeal  the  “breach  notice” 
to  the  Secretary  of  the  Air  Force.  In  the 
event  of  an  appeal  the  provisions  of 
§  1054.504  of  this  chapter  will  be  com¬ 
plied  with. 

(c)  If  the  contract  contains  neither  a 
default  termination  clause  nor  a  disputes 
clause  the  contractor  is  not  entitled  to 
invoke  the  appellate  procedures  afforded 
by  the  Disputes  Clause.  The  “breached” 
contractor  may  normally  resort  to  a  court 
of  law  for  his  remedy,  if  any. 

(d)  Distribution  of  copies  of  notices: 
Upon  issuance  to  the  contractor  of  (1) 
A  “breach”  notice  or  (2)  a  demand  for 
payment  of  damages,  one  (1)  copy  of 
each  notice  will  be  distributed  to  each 
recipient  of  a  copy  of  the  contract,  and 
one  (1)  copy  of  each  notice  will 
be  promptly  forwarded  to  Hq  AMC 
(MCPKT).  Further  distribution  of 
copies  of  the  aforementioned  notices  will 
be  kept  to  a  minimum,  however,  major 
commands  may  implement  this  distribu¬ 
tion  provision  to  the  extent  deemed 
appropriate. 

§  1008.653  Estimated  administrative  ex¬ 
pense  of  default  termination. 

It  is  estimated  that  the  cost  to  the 
Government  (exclusive  of  costs  involved 
in  defending  any  appeal)  for  processing 
a  termination  for  default  involves  a 
minimum  administrative  expense  of 
$200.  Therefore,  in  cases  where  tlje 
procuring  contracting  officer  is  of  the 
opinion  that  default  action  is  warranted, 
but  determines  by  contacting  other 
potential  suppliers  that  the  excess  costs 
of  reprocurement  will  not  exceed  $200, 
a  no  cost  convenience  supplemental 
agreement  may  be  entered  into  with  the 
contractor  if  the  procuring  contracting 
officer  deems  such  action  to  be  in  the  best 
interests  of  the  Government,  subject  to 
the  following. 

(a)  Prepare  a  “statement  of  findings” 
for  the  contract  file  stating,  along  with 
the  reasons  therefor,  the  estimated  ex¬ 
cess  costs  of  reprocurement  and  the 
sources  that  were  contacted  to  obtain 
such  estimate. 

(b)  In  lieu  of  the  preparation  of 
AFPI  Form  49  obtain  coordination  on 
the  aforementioned  “statement  of  find¬ 
ings”  from  the  local  staff  judge  advocate. 

(c)  Obtain  or  assign  a  Termination 
Authority  Docket  Number  for  the  no 
cost  termination. 

(d)  Enter  into  a  no  cost  termination 
supplemental  agreement  as  set  forth  in 
§§  8.806-6  or  8.806-7  of  this  title. 

(e)  AMC  activities  will  also  provide 
the  CMR  readjustment  activity  with  one 
copy  of  the  “statement  of  findings”  and 
a  copy  of  the  termination  supplemental 
agreement. 

Note:  It  is  not  anticipated  this  provision 
will  be  invoked  in  small  dollar  procurements 


as  a  means  of  avoiding  “breach”  action  if 
otherwise  justified. 

Whenever  a  lessee  has  violated  any 
provision  of  the  lease,  such  as  failure  to 
pay  rent,  failure  to  preserve  and  main¬ 
tain  leased  property,  or  any  other  pro¬ 
vision  of  the  Lease  Agreement,  the  ACO 
will  serve  the  lessee  with  a  “Notice  to 
Cure”  by  Registered  Mail — Return  Re¬ 
ceipt,  and  forward  a  copy  to  the  CMR 
authorized  to  terminate  the  lease  for 
default.  The  “Notice  to  Cure”  will  grant 
the  lessee  a  reasonable  period  of  time  of 
not  Jess  than  10  days  to  cure  the  delin¬ 
quency.  The  suggested  format  for 
“Notice  to  Cure”  letter,  below,  may  be 
used: 

1.  As  a  result  of  your  failure  to _ 

as  required  by  Clause  _  of  subject 

Facilities  Lease  Agreement,  the  Govern¬ 
ment  is  considering  terminating  subject 
agreement  under  the  provisions  of  Clause 
_ (Default) . 

2.  You  are  hereby  granted  _  days 

within  which  to  cure  your  delinquency. 
Failure  to  do  so  may  result  in  default  ter¬ 
mination  without  further  notice. 

3.  Your  attention  is  invited  to  the  rights 
of  the  Government  in  event  the  lease  agree¬ 
ment  is  terminated  for  default. 

§  1008.655  Responsibilities  of  Hq  AMC, 
CMR's,  and  Hq  ARDC  readjustment 
activities  incident  to  default. 

(a)  When  a  request  for  default  in¬ 
vestigation  is  received  from  a  procuring 
contracting  officer  or  a  base  procure¬ 
ment  contracting  officer,  the  readjust¬ 
ment  activity  will  ascertain  that  the  ini¬ 
tiating  contracting  officer  has  complied 
with  all  requirements  of  this  Subpart  F. 
In  the  event  additional  requirements  are 
to  be  met  in  order  to  assure  the  com¬ 
pleteness  and  accuracy  of  the  case, 
endeavor  to  avoid  excessive  delay  in 
completing  the  default  investigation. 
Consistent  with  good  management  prac¬ 
tices,  use  the  most  expeditious  means  of 
communication  available  to  avoid  long 
or  unreasonable  delays  in  reaching  a  de¬ 
cision  incident  to  terminating  a  contract 
for  default  of  the  contractor. 

(b)  All  requests  for  default  investiga¬ 
tion  submitted  by  procuring  contracting 
officers  or  base  procurement  contracting 
officers  will  be  forwarded  to  a  TCO  em¬ 
powered  to  terminate  contracts  pursuant 
to  §  1008.650.  This  decision  (default) 
is  reserved  solely  to  termination  con¬ 
tracting  officers  empowered  under  the 
provisions  of  §  1008.650. 

(c)  All  termination  notices  relating  to 
default  of  the  contractor  will  be  identi¬ 
fied  by  a  Termination  Authority  Docket 
Number.  A  separate  docket  number  will 
be  used  for  each  individual  contract, 
even  though  a  single  contractor  may  be 
concurrently  under  consideration  for  de¬ 
fault  on  several  different  contracts. 

(1)  In  CMR  terminations  the  read¬ 
justment  office  at  the  terminating  CMR 
will  be  responsible  for  the  assignment  of 
a  termination  docket  number. 

(2)  In  ARDC  terminations  the  indi¬ 
vidual  assigned  responsibility  for  read¬ 
justment  matters  at  the  terminating 
activity  will  be  responsible  for  assign¬ 
ment  of  a  termination  docket  number. 

(3)  The  first  symbol  of  the  default 
docket  number  for  AMC  and  ARDC  ac¬ 
tivities  will  be  according  to  procedure 
set  forth  in  §  1008.202-50 (f).  The  sec¬ 


ond  symbol  will  always  be  “D”  for  & 
fault.  A  five  symbol  code  will  be  0^' 
Beginning  with  the  third  symbol  th 
numbering  of  dockets  will  commence 
with  001  and  will  continue  uninterrupted 
from  year  to  year.  A  new  numbering 
series  will  not  be  initiated  at  any  Pa/ 
ticular  time,  such  as  the  beginning  of 
the  fiscal  or  calendar  year. 

Example.  The  first  default  docket  nmn. 
ber  for  the  Central  CMR  would  be  CDooi 
the  second  CD002,  the  third  CD003,  etc.  The 
first  default  docket  number  for  the  Western 
CMR  would  be  GD001,  the  second  GDoo? 
the  third  GD003,  etc.  ’ 

(d)  Subsequent  to  a  default  investi¬ 
gation  if  the  decision  is  made  to  termi! 
nate  the  contract  for  the  convenience  of 
the  Government,  the  investigation  will 
be  closed  out  under  the  default  docket 
number  (paragraph  (c)  of  this  section) 
and  reopened  under  a  convenience  docket 
number  according  to  §  1008.202— 50(f). 

(e)  If  the  Armed  Services  Board  of 
Contract  Appeals  sustains  the  contrac¬ 
tor’s  appeal,  and  a  motion  for  recon¬ 
sideration  thereof  is  not  made  by  the 
Government,  or  is  denied,  the  TCO  will 
upon  receipt  of  a  copy  of  the  ASBCA 
decision  from  Hq  AMC  (MCJF)  issue  a 
Notice  of  Conversion  converting  the 
termination  to  one  for  convenience  of 
the  Government.  The  procedure  ap¬ 
plicable  to  convenience  termination  ac¬ 
tions,  as  outlined  in  §  1008.202  will  be 
followed,  including  the  substitution  of  a 
convenience  docket  number.  Normally, 
the  default  docket  file  including  a  copy 
of  the  ASBCA  decision  will  be  made 
available  for  use  by  the  TCO  assigned 
to  negotiate  the  settlement  of  the  con¬ 
verted  termination. 

(f )  AFPI  Form  80A,  “Default  Record”, 
will  be  prepared  and  maintained  for  each 
contract  investigated  for  default.  This 
card  will  serve  as  a  permanent  alpha¬ 
betical  default  record. 

(g)  AFPI  Form  80,  “Termination  Ac* 
tivity  Report”.  Each  CMR,  and  Hq 
ARDC  (includes  information  from  all 
ARDC  activities)  will  prepare  AJTI 
Form  80  as  of  the  last  day  of  February, 
April,  June,  August,  October,  and  De¬ 
cember.  The  Form  will  be  prepared  in 
duplicate;  original  to  be  mailed  to  AMC 
(MCPKT)  (due  on  10th  day  after  end  of 
reporting  period)  and  one  copy  retained 
by  the  activity  preparing  the  form. 

(h)  Retirement  of  termination  docket 
files.  In  the  event  that  the  defaulted 
contractor  does  not  appeal  within  the 
period  authorized  in  the  disputes  clause 
of  the  contract,  or  if  such  appeal  is  de¬ 
nied  by  the  Armed  Services  Board  of 
Contract  Appeals,  AFPI  Form  14,  “Con¬ 
tract  Records  Disposition  Notice,”  will  be 
prepared  by  the  TCO  issuing  the  default 
notice  and  forwarded  to  contract  distri¬ 
bution  of  the  procurement  activity.  The 
remarks  section  of  AFPI  Form  14  will 
contain  the  following  statement: 

This  contract  was  terminated  for  default  of 

the  contractor  by  notice  dated  _ 

Paragraphs  1,  2,  and  3  above  are  not  appli¬ 
cable.  The  official  termination  docket  file 
was  closed  on _ 

In  the  event  a  contractor’s  appeal  is  sus¬ 
tained,  or  the  default  termination  is  for 
any  other  reason  converted  to  a  termi¬ 
nation  for  convenience  of  the  Govern- 
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ment  (see  paragraph  (e)  of  this  section) 
readjustment  activity  issuing  the 
conversion  notice  will  forward  the  de¬ 
fault  docket  file  to  the  contracting  offi¬ 
cer  to  whom  the  contract  has  been 
referred  for  settlement,  who  will  subse¬ 
quent  to  settlement  prepare  the  AFPI 
Form  14. 

Subpart  G — Clauses 

Subpart  G  is  amended  as  follows : 

1  Add  §  1008.700  as  follows: 

§  1008.700  Scope  of  subpart. 

This  subpart  contains  special  purpose 
termination  clauses  for  fixed-price  per¬ 
sonal  services,  nonpersonal  services, 
technical  services,  time  and  material, 
facilities  and  letter  contracts. 

§  1008.751  [Amendment] 

2.  Redesignate  §  1008.751  as  §  1008.750, 
and  add:  “(Oct.  1957)”  following  the 
title  of  the  clause. 

§  1008.752  [Amendment] 

3.  Redesignate  §  1008.752  as  §  1008.751 
and  add  “(Oct.  1957)”  to  the  title  of 
the  clause. 

§  1008.753  [Amendment] 

4.  Redesignate  §  1008.753  as  §  1008.- 
752;  add  “(Dec.  I960)”  to  the  title  of 
the  clause,  and  revise  paragraph  (c)  to 
read  as  follows: 

(c)  After  receipt  of  a  Notice  of  Ter¬ 
mination,  the  Contractor  shall  submit 
to  the  Contracting  Officer  its  termination 
claim,  in  the  form  and  with  the  certifi¬ 
cation  prescribed  by  the  Contracting 
Officer.  Such  claim  shall  be  submitted 
promptly  but  in  no  event  later  than  1 
year  from  the  effective  date  of  termina¬ 
tion,  unless  one  or  more  extensions  in 
writing  are  granted  by  the  Contracting 
Officer  upon  request  of  the  Contractor 
made  in  writing  within  such  1-year 
period  or  authorized  extension  thereof. 
However,  if  the  Contracting  Officer  de¬ 
termines  that  the  facts  justify  such 
action,  he  may  receive  and  act  upon  any 
such  termination  claim  at  any  time  after 
such  1-year  period  or  any  extension 
thereof.  Upon  failure  of  the  Contractor 
to  submit  its  termination  claim  within 
the  time  allowed,  the  Contracting  Offi¬ 
cer  may  determine,  on  the  basis  of  in¬ 
formation  available  to  him,  the  amount, 
if  any,  due  to  the  Contractor  by  reason 
of  the  termination  and  shall  thereupon 
pay  to  the  Contractor  the  amount  so 
determined^ 

5.  Add  §§  1008.753  and  1008.754  as 
follows: 

§  1008.753  Termination  clause  for  fa¬ 
cilities  contracts. 

See  §§  1007.2703-13  and  1007.2803-9  of 
this  chapter. 

§  1008.754  Termination  clause  for  let¬ 
ter  contracts. 

See  §§  1007.2504-6  and  1007.2506-8  of 
this  chapter. 

§§  1008.762 — 1008. 7 62—8  [Deletion] 

6.  Delete  §§  1008.762  through  1008. 
762-8. 


Subpart  H — Forms 

1.  Add  §  1008.850  as  follows: 

§  1008.850  Instructions  for  completing 
AFPI  Form  49,  “Termination  au¬ 
thority.” 

(a)  This  form,  consisting  of  four  parts, 
will  be  completed  (six  copies)  as  follows: 

( 1 )  Part  I,  AFPI  Form  49,  Termination 
Request,  will  set  forth  the  following  in¬ 
formation  with  respect  to  the  termina¬ 
tion: 

(i)  Item  1 :  Full  designation  of  the  pro¬ 
curing  contracting  office,  including 
organizational  code  and  any  other  ap¬ 
propriate  identifying  information,  such 
as  particular  contracting  officer  or  buyer. 

Note:  In  activities;  such  as  base  procure¬ 
ment,  where  the  multiple  functions  of:  (a) 
Originating  requests  for  procurement,  (b) 
procuring,  and  (c)  administering  the  con¬ 
tract  are  consolidated,  Item  1  and  Item  2 
will  be  completed  to  the  extent  necessary 
to  reflect  the  multiple  functions. 

(ii)  Item  2:  Full  designation  of  the 
activity  originating  the  request  for  pro¬ 
curement,  including  (a)  Initiator,  (b) 
Organizational  Code,  (c)  Telephone  Ex¬ 
tension. 

(iii)  Item  3:  Name  of  Contractor. 

(iv)  Item  4:  Contractor’s  address,  in¬ 
cluding  (a)  Street  and  number,  (b)  city, 
(c)  postal  zone,  and  (d)  state,  as  appro¬ 
priate. 

(v)  Item  5:  Contract  or  purchase 
order  number. 

(vi)  Item  6:  Property  Class  when 
specified. 

(vii)  Item  7 :  Termination  to  be  effec¬ 
tive  (a)  Immediately,  (b)  on  an  exact 
future  date  to  be  specified,  or  (c)  for 
other  reasons  to  be  fully  explained  under 
Part  III  (Remarks) ,  AFPI  Form  49. 

(viii)  Item  8A:  Convenience  of  the 
Government  Termination,  either  (a) 
Partial  or  (b)  complete.  Inexcusable 
contractual  delinquency  is  normally  a 
basis  for  default  investigation. 

Note:  The  originator  of  a  recommendation 
of  a  termination  for  convenience  of  the 
Government  must  thoroughly  assure  himself 
no  actionable  basis  exists  for  an  Investigation 
for  default  termination  under  the  provisions 
of  Subpart  F  of  this  part,  Default. 

(ix)  Item  8B:  Default  of  the  Con¬ 
tractor.  See  Subpart  F  of  this  part. 

(x)  Item  9:  Furnish  brief  factual  re¬ 

sume  of  justification  for  termination. 
Justification  based  on  “no  further  re¬ 
quirements  by  the  Government”  will  re¬ 
quire  an  explanation  for  the  lack  of  re¬ 
quirement  indicating  why  termination  is 
more  economically  feasible  than  accept¬ 
ance  of  the  item(s).  ^ 

Note:  When  used  by  AMC  supply  activities, 
only,  a  statement  of  justification  indicating 
the  program  against  which  the  computation 
was  accomplished  will  be  sufficient  justifica¬ 
tion,  e.g.,  “Reduction  In  Requirements  as  a 
result  of  (specific  program  or  authority)”. 

(xi)  Item  10:  Items  Terminated: 

Note:  If  contract  is  Classified  prepare  ac¬ 
cording  to  §  1008.202— 50(j) . 

For  unclassified  contracts  list:  (a) 
Contract  items  number,  with  only  one 
item  to  a  line,  (b)  quantity  to  be  termi¬ 
nated,  (c)  unit  of  measure,  such  as  each 


pair,  or  assemblies,  (d)  adequate  descrip¬ 
tion  of  nomenclature  as  should  appear  in 
the  termination  notice,  and  (e)  total  ac¬ 
tual  or  estimated  value  of  items  to  be 
terminated,  listing  each  item  separately 
(exact  amount,  or  careful  estimate  if 
exact  amount  cannot  be  ascertained) 
with  a  Grand  Total  of  all  items  termi¬ 
nated. 

(xii)  Item  11:  Disposition  of  Termi¬ 
nated  Inventory  and  Special  Tooling. 
Item  11  A,  11B,  11C,  and  11D  are  self- 
explanatory.  Accurate  and  complete 
information  assists  the  contracting  offi¬ 
cer  effecting  settlement  of  the  termina¬ 
tion  and  reduces  or  eliminates  the  ne¬ 
cessity  for  post  termination  inquiry  to 
the  originating  activity  regarding  dis¬ 
position  of  inventory  and  tooling. 

(xiii)  Item  12:  Coordination  and  Ap¬ 
proval  are  to  be  held  to  absolute  mini¬ 
mum  to  insure  expeditious  processing  of 
the  Termination  Request.  Obtain  only 
the  necessary  coordination  prior  to  for¬ 
warding  AFPI  Form  49  to  the  procuring 
contracting  office.  Information  routing 
will  be  accomplished  after  approval  and 
dispatch. 

(2)  Part  II,  AFPI  Form  49,  Termina¬ 
tion  Authorization  prepared  by  the  pro¬ 
curing  contracting  office,  will  set  forth 
the  following  information  with  respect  to 
the  termination. 

(i)  Item  13:  Enter  the  name  of  the 
local  readjustment  activity,  citing  sym¬ 
bol,  as  appropriate. 

(ii)  Item  14:  Enter  full  designation  of 
procuring  contracting  office,  including: 
(a)  Name  of  initiator,  (b)  organizational 
symbol,  and  (c)  telephone  extension. 

(iii)  Item  15:  Self-explanatory. 

(iv)  Item  16 A:  See  subparagraph  (1) 
(viii)  of  this  paragraph. 

.(v)  Item  16B:  See  Subpart  F  of  this 
part,  (Default). 

(vi)  Item  17:  See  subparagraph  (1) 
(x)  of  this  paragraph.  Comment  upon 
justification  given  under  Item  9,  Part  1, 
AFPI  Form  49  and  supplement  as  war¬ 
ranted. 

(vii)  Item  18:  See  subparagraph  (1) 
(vii)  of  this  paragraph. 

(viii)  Items  19,  20,  21,  22,.  23,  24,  25, 
and  26:  Self-explanatory. 

(ix)  Item  27:  Only  essential  coordina¬ 
tion  and  approval  will  be  effected  prior 
to  dispatch  of  the  AFPI  Form  49  to  the 
local  readjustment  activity.  Informa¬ 
tional  routing  may  be  accomplished 
concurrently,  or  later,  but  will  not  de¬ 
lay  the  action  required  hereunder. 

(3)  Part  III,  AFPI  Form  49,  Remarks. 
Include  any  other  pertinent  information 
or  special  instructions. 

(4)  Part  IV,  AFPI  Form  49,  Termina¬ 
tion  Assignment.  Assign  the  termina¬ 
tion  case  for  settlement  by  completing 
this  part  (see  §  1008.202-50(d) ). 

§  1008.712—50  [Amendment] 

2.  Redesignate  §  1008.712-50  as  §  1008.- 
851  and  add:  Note:  See  §  1053.407  of  this 
chapter,  “Execution  of  contracts;  re¬ 
quirements”,  at  end  of  the  agreement. 

§  1008.712—51  [Redesignation] 

3.  Redesignate  §  1008.712-51  as  §  1008.- 
852. 
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§  1008.712—52  [Amendment] 

4.  Redesignate  §  1008.712-52  as  §  1008.- 
853  and  add  the  following  at  the  end  of 
the  agreement: 

Note:  See  corporate  secretary’s  certificate 
in  §  1008.851;  see  also  §  1053.407  of  this 
chapter. 

§  1008.712—53  [Amendment] 

5.  a.  Redesignate  §  1008.712-53  as 
§  1008.854. 

b.  Following  Clause  6  insert: 

(See  Article  6(1)  through  (9)  in  §  8.806-1 
of  this  title  and  Article  6  (5)  through  (14) 
in  §  8.806-4  of  this  title  for  examples  of  ex¬ 
cepted  or  reserved  items.)  All  rights  and  lia¬ 
bilities,  if  any,  of  the  parties  under  those 
clauses  inserted  in  the  Contract  because  of 
the  requirements  of  Acts  of  Congress  and 
Executive  Orders,  shall  be  reserved  as  far 
as  the  Subcontractor  as  well  as  the  Con¬ 
tractor  is  concerned.  These  clauses  pertain 
to,  without  limitation,  the  following  topics: 
labor  law,  contingent  fees,  domestic  articles, 
employment  of  aliens,  “Official  not  to  bene¬ 
fit”. 


c.  At  the  end  of  the  agreement  change 
Note  to  read  as  follows: 

Note:  See  corporate  secretary’s  certificate 
in  S  1008.851;  see  also  §  1053.407  of  this  title. 

§  1008.712—54  [Amendment] 

6.  Redesignate  §  1008.712-54  as  §  1008.- 

855,  and  add  the  following  at  the  end  of 
the  agreement: 

Note:  See  corporate  secretary’s  certificate 
in  §  1008.851;  see  also  §  1053.407  of  this 
chapter. 

§  1008.712—55  [Amendment] 

7.  Redesignate  §  1008.712-55  as  §  1008.- 

856,  and  add  the  following  at  the  end 
of  the  agreement: 

Note:  See  corporate  secretary’s  certificate 
in  $  1008.851;  see  also  §  1053.407  of  this 
chapter. 

§  1008.756  [Amendment] 

8.  Redesignate  §  1008.756  as  §  1008.857, 
and  add  the  following  at  the  end  of  the 
assignment: 

Note:  See  corporate  secretary’s  certificate 
in  §  1008.851  (insert  the  designation  "As¬ 
signment”  in  place  of  "Supplemental  Settle¬ 
ment  Agreement”  in  such  certificate).  See 
also  §  1053.407  of  this  chapter. 

§§  1008.757,  1008.763,  1008.764  and 
1008.765  [Redesignation] 

9.  Redesignate  §§  1008.757,  1008.763, 
1008.764  and  1008.765  as  §§  1008.858, 
1008.859,  1008.860  and  1008.861. 

§  1008.761  [Deletion] 

10.  Delete  §  1008.761. 

11.  Add  §§  1008.862,  1008.863,  1008.- 
863-1,  1008.863-2,  1008.864-1008.864-9, 
1008.865-1008.865-2, 1008.866  and  1008.- 
867  as  follows: 

§  1008.862  Settlement  memorandum 
for  fixed-price  terminated  contracts. 

The  following  outline  is  prescribed  for 
use  in  preparing  the  Settlement  Memo¬ 
randum  pertaining  to  a  terminated 
fixed-price  contract.  Appropriate  modi¬ 
fications  may  be  made  as  required  (see 
§  1008.210). 

(a)  Heading.  (1)  Date  of  memoran¬ 
dum. 


(2)  Designate  as  Settlement  Memo¬ 
randum  for  File  or  Settlement  Review 
Board;  if  latter,  identify  by  complete 
name  (e.g..  Headquarters,  Air  Materiel 
Command,  Settlement  Review  Board) 
and  include  address. 

(3)  Subject:  List  name  and  address 
of  contractor,  whether  prime  or  subcon¬ 
tractor,  contract  number,  and  Termina¬ 
tion  Docket  Number.  If  settlement  per¬ 
tains  to  a  subcontract,  list  applicable 
prime  contractor  and  contract  number 
as  well  as  subcontractor,  in  the  subject. 

(b)  Body.  (1)  Opening  paragraph: 
Set  forth  the  purpose  of  the  Memoran¬ 
dum  (i.e.,  the  Memorandum  summarizes 
the  pertinent  facts  relating  to  the  set¬ 
tlement  of  the  terminated  contract) .  If 
the  Memorandum  is  addressed  to  a  set¬ 
tlement  review  board,  state  the  reason 
for  such  submission. 

-  (2)  Names,  titles,  and  addresses  of 
Government  and  contractor  personnel 
who  participated  in  the  negotiation. 

(3)  Name  and  address  of  contractor: 
If  a  proprietorship  or  a  partnership,  in¬ 
clude  names  and  addresses  of  owner  or 
all  of  the  partners;  if  a  corporation,  set 
forth  name  of  State  in  which  incorpo¬ 
rated.  If  claimant  is  a  subcontractor, 
set  forth  that  information  and  list  the 
prime  contractor  and  all  intervening 
subcontractors;  state  whether  the  sub¬ 
contractor  is  affiliated  with  the  prime 
contractor  or  upper-tier  subcontractors 
and  explain  any  such  affiliation. 

(4)  Description  of  terminated  con¬ 
tract: 

(i)  Date  of  contract  and  contract 
number:  (If  claimant  is  a  subcontrac¬ 
tor,  include  the  prime  contract  number 
and  purchase  order  number,  if  any,  be¬ 
tween  the  prime  contractor  and  the 
Government.) 

(ii)  Type  of  contract:  fixed-price, 
fixed-price  with  price  redetermination, 
letter  contract,  etc. 

(iii)  General  description  of  items 
covered  by  the  contract. 

(iv)  Total  contract  price. 

(v)  Brief  summary  of  the  essence  of 
the  termination  clause.  (Identify  by 
contract  clause  number.) 

(5)  Description  of  the  termination: 

(i)  Nature  of  termination:  i.e.,  total 

or  partial,  items  and  quantity  canceled, 
unit  prices  (estimated  if  not  specifically 
set  forth  in  the  contract)  and  total  con¬ 
tract  price  of  items  canceled.  State 
whether  there  were  any  amendments  or 


changes  to  the  Notice  of  Termination 
and  their  result.  Include  statement 
showing  whether  or  not  termination 
for  convenience  of  the  Government  w 
not,  explain  reason  for  termination 
(See  also  subdivision  (iii)  of  this  sub 
paragraph) . 

(ii)  Effective  date  of  termination. 

(iii)  State  whether  contractor  stopped 
work  on  effective  date  of  termination  and 
notified  subcontractors  to  do  likewise 
If  not,  give  reasons  for  delay  and 
whether  or  not  the  delay  was  approved 
or  ratified  by  the  termination  contract¬ 
ing  officer.  If  the  delay  was  not  ap* 
proved  or  ratified,  include  a  definite 
statement  as  to  whether  or  not  costs  in- 
curred  by  the  contractor  or  subcontrac¬ 
tor  during  such  time  were  recognized  as 
allowable  or  nonallowable  in  the  settle¬ 
ment.  If  the  latter  costs  were  allowed 
explain  why. 

(iv)  If  claimant  is  a  subcontractor 
and  the  termination  did  not  result  from 
termination  of  the  prime  contract  but 
from  other  circumstances  (such  as  en¬ 
gineering  changes)  which  require  the 
Government  to  bear  the  cost  of  settling 
the  terminated  subcontract,  describe 
those  circumstances. 

(6)  Description  of  contractor’s  settle¬ 
ment  proposal: 

(i)  Date  filed  and  amount:  If  interim 
claims  were  filed,  include  information 
such  as  the  number  of  claims,  amounts, 
and  any  other  facts  deemed  pertinent. 

(ii)  Type  of  settlement  proposals:  Le„ 
inventory  basis,  total  cost  basis,  or  other 
basis.  If  settlement  proposal  was  filed 
on  other  than  the  inventory  basis,  in¬ 
clude  statement  as  to  required  approvals 
(see  §  8.307-2  (b)  and  (c)  of  this  title, 
and  §  1008.307-2)  and  give  the  reasons 
for  such  approval. 

(7)  Description  of  reviews  and  settle¬ 
ment  proposal. 

(i)  Date  copy  of  Settlement  Proposal 
referred  to  Auditor  General  for  review 
and  written  report;  type  of  review 
requested. 

(ii)  Date  audit  report  received. 

(iii)  In  the  event  of  an  item-by-item 
settlement  set  forth  either  in  the  body 
of  the  Memorandum  or  as  an  exhibit 
thereto,  a  tabular  summary  of  the  con¬ 
tractor’s  claim,  the  Auditor  General’s 
recommendations,  and  the  terminating 
contracting  officer’s  recommendations 
substantially  as  follows: 


Items  claimed 

Amount  claimed 

Auditors  recommendation 
for:  Acceptances,  nonac- 
ceptanccs,  further  con¬ 
sideration 

Termination  contracting 
officer’s  recommendation 

List  of  the  items  in  the  con¬ 
tractor’s  Settlement  Pro¬ 
posal  for  which  reimburse¬ 
ment  is  claimed. 

List  amount  after  each 
item  claimed  by  con¬ 
tractor  in  its  Settlement 
Proposal. 

List  the  separate  amounts 
after  each  item  recom¬ 
mended  by  the  auditor 
in  each  of  the  3  cate¬ 
gories  above. 

List  the  amount  after  each 
item  allowed  by  the 
TCO. 

(iv)  Describe  any  other  reviews  made 
such  as  legal,  engineering,  plant  clear¬ 
ance;  give  dates,  names,  titles  or  re¬ 
viewers,  and  type  and  extent  of  reviews. 

(8)  Describe  the  factors  considered  in 
arriving  at  the  negotiated  settlement. 
This  is  particularly  important  in  case  of 
lump-sum  settlement: 

(i)  Date  or  dates  of  negotiation. 


(ii)  Breakdown. 

(a)  Take  each  item  of  the  claim  and 
discuss  each  separately.  State  the 
amount  claimed  for  the  item  by  the  con¬ 
tractor,  show  what  the  Auditor  General 
recommended  as  to  acceptance,  non- 
acceptance,  or  further  consideration.  In 
addition,  make  specific  references  and 
comments  as  required  under  §  8.210  of 
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this  title  as  to  any  items  included  in  the 
cpi-tlement  proposal  which  are  listed  in 
Part  15  of  this  title. 

(b)  If  the  settlement  was  negotiated 
an  item-by-item  basis,  set  forth  the 

pxact  amounts  allowed  and  disallowed  by 
the  termination  contracting  officer  and 
explain  the  major  and  pertinent  factors 
considered  for  each  item  resulting  in  the 
specific  allowances  and  disallowances. 

S  (c)  If  items  recommended  for  non- 
acceptance  or  for  further  consideration 
by  the  Auditor  General  have  been  al- 
I  iQWed  in  the  settlement,  state  the 
reasons  for  the  Auditor  General’s  recom¬ 
mendation  and  explain  fully  and  clearly 
the  basis  upon  which  the  termination 
contracting  officer  allowed  all  or  any 
part  of  the  amount  for  such  items. 
v  (d)  If  the  settlement  was  negotiated 
on  a  lump-sum  basis,  the  provisions  of 
(o),  (b),  and  (e)  above,  explaining  the 
factors  considered  should  be  complied 
with  but  specific  amounts  allowed  and 
disallowed  as  to  each  item  are  not  re¬ 
quired  to  be  set  forth.  However,  if  an 
item  was  completely  disallowed,  that  in¬ 
formation  should  be  stated. 

(c)  State  whether  the  inventory  and 
items  of  the  claim  are  allocable  to  the 
terminated  portion  of  the  contract,  and 
set  forth  the  steps  taken  to  verify  such 
allocability. 

(/)  If  a  partial  termination  is  being 
settled,  state  whether  contractor  has 
filed  a  request  for  an  equitable  adjust¬ 
ment  for  the  continuing  portion  of  the 
contract. 

(g)  Describe  and  explain  any  adjust¬ 
ments  included  in  the  settlement  in  con¬ 
nection  with  any  price  redetermination 
clause  in  the  contract,  contract  change 
notifications,  or  Unadjusted  Contractual 
Changes. 

( h )  Profit:  Explain  the  basis  and 
factor  considered  in  arriving  at  the 
profit.  If  there  was  an  item-by-item  set¬ 
tlement,  set  forth  the  percentage  and 
amount. 

(i)  Termination  expense:  Explain  in 
manner  described  in  (a),  (b) ,  and  (c) 
above. 

(?)  Loss  contract:  If  a  loss  would  have 
been  incurred  had  the  contract  been 
completed,  explain  what  adjustment  for 
the  loss  was  made  in  arriving  at  the 
settlement  amount. 

( k )  Subcontractors’  claims. 

(2)  List  the  number  of  subcontractors’ 
claims  settled  substantially  as  follows: 

Number  Total 
of  claims  dollar 
amounts 

Approved  by  termination  con¬ 
tracting  officer _ _ _ 

Approved  by  contractor  under 
authority  of  §8.208-4  of  this 

title . 

Approved  by  Settlement  Re¬ 
view  Board  > . . . . 

No-cost  settlements . I__  ”””””  Ill"™”" 


If  the  amount  of  the  subcontractor  settlement  re¬ 
quires  review  and  approval  of  a  settlement  review  board, 
it  must  be  submitted  to  the  board  with  a  separate  Set¬ 
tlement  Memorandum  and  will  not  be  incorporated  in 
me  prune  contractor  Settlement  Memorandum. 

(2)  Set  forth  the  facts  pertaining  to 
any  unusual  subcontractor  matters  and 
settlements. 


(3)  Explain  the  procedure  used  by  the 
termination  contracting  officer  in  re¬ 
viewing  and  approving  subcontractors’ 
claims  and  in  making  selective  reviews 
of  subcontractor  settlements  made  by 
the  contractor  under  the  authority  of 
§  8.208-4  of  this  title. 

(9)  Plant  clearance: 

(i)  Give  name  of  plant  clearance 
officer  who  handled  plant  clearance  ac¬ 
tions.  State  whether  dispositions  were 
approved  by  termination  contracting 
officer  or  by  plant  clearance  officer  under 
delegation  of  authority  from  the  termi¬ 
nation  contracting  officer. 

(ii)  Set  forth  whether  all  plant 
clearance  action  has  been  completed; 
describe  dispositions.  List  dollar 
amounts  of  inventory  requisitioned  by 
Government,  inventory  sold,  and  the 
sums  received  from  the  sales.  Comment 
on"  any  unusual  matters  relating  to 
plant  clearance  actions. 

(iii)  Indicate  disposition  of  Govern¬ 
ment-furnished  property,  if  any. 

(iv)  *  Set  forth  pertinent  facts  relating 
to  disposition  of  special  tooling  and 
equipment. 

(10)  Deductions: 

(i)  Payments:  List  information  as  to 
any  unliquidated  advance  or  partial  pay¬ 
ments  and  explain  how  recouped  in 
settlement. 

(11)  Credits:  List  plant  clearance  dis¬ 
posal  credits  resulting  from  plant  clear¬ 
ance  actions,  such  as  retentions  by  con¬ 
tractor  and  sales. 

(iii)  Other  deductions:  List  and  ex¬ 
plain  any  claims  by  the  Government 
against  contractor  and  state  how  re¬ 
couped  in  settlement. 

(11)  Assignments:  List  name  and  ad¬ 
dress  of  any  assignee  of  the  contract, 
amount  of  assignment,  extent  (that  is, 
complete  or  partial  assignment  of  funds 
under  the  contract)  and  whether  any 
payment  is  being  made  to  assignee. 

(12)  Summarize  the  settlement  in 
tabular  form  substantially  as  follows: 

(i)  Gross  termination  on  settle¬ 
ment  _ $ _ 

(ii)  Loss:  Disposal  credits _  _ 

(iii)  Net  settlement  amount _  _ 

(iv)  Less: 

(a)  Advance  payments  outstand¬ 
ing  - - - -  - 

(b)  Interest  on  advance  pay¬ 
ments  _  _ 

(c)  Partial  payments  outstand¬ 
ing  -  - 

(d)  Previous  partial  settlements.  _ 

(e)  Other  credits  or  deductions. _  _ 

Total . . . . 

(v)  Termination  amount  payable __  _ 

If  complete  termination,  add  follow¬ 
ing  to  the  above: 

(vi)  Total  contract  price _ $ _ 

(vii)  Less: 

(a)  Total  payments  to  date  (in¬ 
cludes  payments  for  completed 
items  or  work  plus  items  (iv) 

(a),  (c),  and  (d)  above) _  _ 

(b)  Termination  amount  pay¬ 

able  (less  (iv)  (b)  and  (c) 
above) _  _ 

(c)  Funds  reserved  for  exclu¬ 
sions  _  _ 

If  partial  termination,  add  the  follow¬ 
ing  to  the  above: 

(vi)  Contract  price  of  items  can¬ 
celed  _  $ _ _ 

(vii)  Less:  Net  Settlement  cost  (item 
(iii)  above). 


(viii)  Reduction  in  contract  price 
(credit) _ _ _ _ 

(8)  Final  contract  price  (items 

(vii)  (a),  (b),  and  (c)  above) _ $ _ 

(9)  Reduction  in  contract  price 

(credit)  (item  (vi)  minus  item  (viii) 
above) _ _  _ 

(13)  Exclusions:  Describe  any  items 
reserved  from  the  settlement  for  later 
disposition  and  indicate  the  amount  of 
funds,  if  any,  reserved. 

(c)  Recommendation.  Set  forth  the 
amount  of  the  gross  settlement  less 
amount  of  appropriate  credits  resulting 
in  the  net  settlement  recommended  by 
the  termination  contracting  officer  and 
include  a  definite  statement  that  the 
settlement  is  considered  by  the  termina¬ 
tion  contracting  officer  as  being  fair  and 
reasonable  to  the  Government  and  con¬ 
tractor. 

(d)  Settlement  memorandum.  Must 
be  signed  by  the  termination  contracting 
officer. 

§  1008.863  Settlement  Memorandum 
for  terminated  cost  and  CPFF  con- 
•  tracts. 

The  following  outline  is  prescribed  for 
use  in  preparing  the  Settlement  Mem¬ 
orandum  pertaining  to  a  terminated 
cost  or  cost-plus-a-fixed-fee  contract. 
Appropriate  modifications  may  be  made 
as  required  (see  §  1008.210). 

(a)  Heading.  Same  as  §  1008.862. 

(b)  Body.  (1),  (2),  (3).  Same  as 
corresponding  numbered  items  of 
§  1008.862. 

(4)  Description  of  terminated  con¬ 
tract. 

(i)  Furhish  same  information  as 
listed  in  subdivisions  (i) ,  (iii) ,  and  (v)  of 
§  1008.862(b)(4). 

(ii)  Type  of  contract:  Cost  reimburse¬ 
ment,  cost-plus-a-fixed-fee,  letter  con¬ 
tract,  etc. 

(iii)  Total  contract  price:  Estimated 
cost  and  fixed  fee  in  the  case  of  cost- 
plus-a-fixed-fee  contracts. 

(iv)  Summarize  briefly  the  history 
and  performance  under  the  contract 
prior  to  termination. 

(5)  Description  of  termination:  Same 
as  §  1008.862(b)  (5)  except  that: 

(i)  In  lieu  of  unit  prices  as  required 
under  the  Fixed-Price  Memorandum, 
the  estimated  costs  and  fixed  fee  of  the 
canceled  items  and  the  estimated  total 
contract  price  of  the  cancellation  will 
be  listed. 

(ii)  If  subsequent  to  a  partial  termi¬ 
nation,  the  contracting  officer  deter¬ 
mines,  pursuant  to  Part  8  of  this  title 
and  this  part,  that  performance  of  the 
contract  is  virtually  complete  or  that 
performance  of  any  continued  portion  is 
only  on  subsidiary  items  or  spare  parts 
or  is  otherwise  not  substantial  so  that 
the  partial  termination  is  in  effect  a 
complete  termination,  this  will  be  so 
stated. 

(6)  Description  of  contractor’s  settle¬ 
ment  proposal. 

(i)  Same  as  §  1008.862(b)(6),  includ¬ 
ing  amount  of  costs  and  fixed  fee 
claimed. 

(ii)  Type  and  extent  of  settlement 
proposal:  For  example,  DD  Form  547. 
Explain  whether  the  settlement  pro¬ 
posal  includes  costs  and  fixed  fee  or  is 
limited  to  the  adjustment  of  the  fixed  fee. 
If  the  proposal  includes  costs  and  fixed 


4680 


RULES  AND  REGULATIONS 


fee,  state  whether  the  contractor  dis¬ 
continued  submission  of  Standard  Form 
1034  vouchers  and  when.  If  the  pro¬ 
posal  is  for  the  fixed  fee  only,  state  that 
the  contractor  has  been,  or  is,  “voucher - 
ing  out”  its  costs  under  Standard  Form 
1034  vouchers. 

(7)  Audit  status  date:  State  whether 
required  and  date  established;  set  forth 
information  as  to  date  General  Account¬ 
ing  Office  final  audit  status  letter  was 
received  and  whether  any  formal  excep¬ 
tions  were  issued.  Identify  and  describe 
essence  of  any  GAO  exceptions. 

(8)  Description  of  reviews  of  settle¬ 
ment  proposal:  Set  forth  the  same  type 
of  information  as  outlined  in  §  1008.862 

(b)  (7)  (i) ,  (ii) ,  and  (iv) . 

( 9 )  Explain  the  negotiated  settlement : 
Describe  the  factors  considered  in  arriv¬ 
ing  at  the  agreed  upon  amount.  This  is 
particularly  important  in  the  case  of 
lump-sum  settlements. 

(i)  In  the  case  of  a  complete  termi¬ 
nation,  summarize  the  proposed  settle¬ 
ment  in  tabular  form  substantially  as 
listed  in  §§  1008.863-1  and  1008.863-2. 

(ii)  Date  or  dates  of  negotiation. 

(iii)  Breakdown. 

(a)  Set  forth  the  same  type  of  infor¬ 
mation  required  under  §  1008.862(b)(8) 
(ii)  (a)  through  (e). 

(b)  If  any  costs  previously  disallowed 
by  a  contracting  officer  are  included  in 
the  proposed  settlement,  identify  and 
explain  the  reason  for  inclusion  of  such 
costs. 

(c)  Describe  and  explain  any  adjust¬ 
ments  included  in  the  settlement  re¬ 
sulting  from  any  contract  change 
notifications  or  Unadjusted  Contractual 
Changes. 

( d )  Show  disposition  of  GAO  excep¬ 
tions  by  breakdown  substantially  as  fol¬ 
lows: 

(1)  Amount  of  GAO  exceptions  shown  to 

be  outstanding  in  final  audit  status  letter. 
« - 

(2)  Amount  cleared  by  GAO  withdrawal 

and  included  in  settlement.  $ _ 

(3)  Amount  cleared  by  refund  and  waived 

by  contractor  in  settlement.  $ _ 

(4)  Amount  cleared  by  refund  and  sub¬ 

ject  to  Reclaim  Voucher  approved  for  pay¬ 
ment  by  GAO  but  not  paid  and  to  be  reserved 
in  settlement  agreement.  $ _ 

(5)  Amount  cleared  by  refund  but  subject 
to  Reclaim  Voucher  not  approved  for  pay¬ 
ment  by  GAO,  not  waived  by  contractor,  and 
to  be  reserved  in  settlement  agreement. 

(6)  Amount  to  be  cleared  by  deduction  in 

proposed  settlement.  (State  whether  con¬ 
tract  waives  right  to  claim  amount  or 
whether  same  is  to  be  reserved  in  the  settle¬ 
ment  agreement.)  $ _ 

(e)  Describe  and  explain  disposition 
in  the  settlement  of  any  item  of  cost  of 
the  same  nature  as  GAO  exception.  (See 
§  8.405-6 (c)  of  this  title.)  Include, 
among  the  information,  amount  of  the 
items,  amount  waived  by  contractor, 
and  amount,  if  any,  which  contractor  has 
not  waived  and  for  which  rights,  if  any, 
are  to  be  reserved  in  settlement  agree¬ 
ment. 

(/)  Termination  or  settlement  ex¬ 
pense.  Same  as  §  1008.862(b)  (8)  (ii)  (t) . 

(fir)  Other  adjustments  in  cost:  De¬ 
scribe  and  explain  any  substantial  or 
otherwise  important  adjustments  in  cost 
not  covered  by  any  of  the  items  above. 

( h )  Subcontractor  claims : 


(f)  Same  as  §  1008.862(b)  (8)  (ii)  (fc) 
(1),  (2), and  (3). 

(2)  If  any  subcontractor  settlements 
were  not  presented  on  DD  Form  547  or 
substantially  similar  settlement  proposal 
form  and  the  amounts  were  “vouchered 
out”  by  the  subcontractor  on  Standard 
Form  1034  vouchers,  furnish  such  infor¬ 
mation,  including  the  number  and  dollar 
amount  of  such  settlements. 

(i)  Fixed  fee:  State  what  basis  was 
used  in  adjusting  the  fixed  fee,  for  ex¬ 
ample,  percentage  of  completion ;  if  other 
basis,  identify  and  describe  adequately. 
Describe  how  the  total  fixed  fee  was  com¬ 
puted,  including  in  the  description  the 
factors  considered  and  the  extent  to 
which  such  factors  were  weighed.  In¬ 
clude  any  tabular  summaries  or  break¬ 
downs  deemed  helpful  to  understanding 
the  computation  process.  For  a  discus¬ 
sion  as  to  adjustment  of  the  fixed  fee,  see 
§  8.404-1  of  this  title  and  §  1008.404-1. 

(10)  Plant  clearance:  Same  as 
1  1008.862(b)(9). 

(11)  Deductions:  Same  as  §  i008.862 
(b)(10).  Include  under  this  category 
any  deductions  resulting  from  liability 
of  the  contractor  for  property  if  same 
has  not  been  described  and  explained 
under  item  (10)  above. 

(12)  Assignments:  Same  as  §  1008.- 
862(b) (11). 

(13)  Exclusions:  Same  as  §  1008.862 
(b)  (13) .  Include  subcontractor,  claims 


reserved  for  later  settlement  Reclai 
vouchers,  and  GAO  exceptions  whirl! 
have  not  been  waived  by  contractor  " 

(c)  Recommendations.  Set  forth  th 
amount  of  the  gross  settlement  w 
amount  of  settlement  recommended  b  • 
the  termination  contracting  officer  and 
include  a  definite  statement  that  the 
settlement  is  considered  by  the  termina 
tion  contracting  officer  as  being  fair  and 
reasonable  to  the  Government  and 
contractor. 

(d)  Signature.  The  Settlement  Mem 
orandum  must  be  signed  by  the  termi¬ 
nation  contracting  officer. 

(e)  Partial  terminations.  The  Settle¬ 
ment  Memorandum  relating  to  the  ad¬ 
justment  of  the  fixed  fee  in  the  case  of 
a  partial  termination  of  a  CPFF  contract 
will  include  to  the  extent  applicable 
information  outlined  in  paragraphs  (a) 
and  (b)  of  this  section.  In  addition,  the 
Memorandum  will  contain  a  full  and 
complete  explanation  of  how  the  fixed 
fee  was  computed  and  adjusted  and  rec¬ 
ommendation  and  signature  as  required 
under  paragraphs  (c)  and  (d)  of  this 
section.  Where  the  percentage  of  com¬ 
pletion  basis  is  used  in  adjusting  the 
fixed  fee,  a  tabular  summary  similar  to 
that  set  forth  in  §  1008.404-1  is  deemed 
advisable  as  an  exhibit. 

§  1008.863—1  Summary  of  CPFF  final 
settlement. 


1.  Costs  reimbursed  on  Standard  Form  1034  cost  vouchers  (excluding  progress 

payments  on  account  of  unsettled  overhead  included  in  item  2): 

a.  Total  paid _ $ . 

Less:  b.  Uncleared  GAO  exceptions _ $ - 

c.  GAO  exceptions  cleared  by  refund  only _  _  _ _ _ 

d.  Net  reimbursement  on  Standard  Form  1034  cost  vouchers _  _ _ 

2.  Unreimbursed  costs  submitted  on  DD  Form  547  and  included  in  settlement. 

(See  breakdown,  §  1008.760-2) _  _ _ 

3.  Other  costs  submitted  and  paid  on  Standard  Form  1034  vouchers  and  not 

included  in  item  1  or  2 : 

a.  Post-termination  expense _ _  _ _ 

4.  Reclaim  vouchers  authorized  for  payment  by  GAO  but  not  yet  paid _  _ 

5.  Gross  costs  included  in  settlement  (total  items  1-4) _  _ 

6.  Total  fixed  fee _  _ 

7.  Gross  settlement  (total  items  5-6) _  _ _ 

8.  Less:  Deductions  not  reflected  in  items  1-7: 

a.  Disposal  credits _ $ _ 

b.  Liability  for  property _  _ 

c.  Other  charges  against  contractor  arising  from  contract _  _  _ _ _ 

9.  Net  settlement  cost _  _ _ _ 

10.  Less:  a.  Payments  of  fixed  fee  on  Standard  Form  1034 

vouchers _ _ _ $ - 

b.  Progress  payments  on  account  of  unsettled  overhead _ $ _ _ 

c.  Net  reimbursement  on  Standard  Form  1034  vouchers 

(item  Id). _  _ 

d.  Cost  paid  on  Standard  Form  1034  vouchers  (item  3) _  _ 

e.  Uncleared  GAO  exceptions _  _ _ 

f.  Reclaim  vouchers  authorized  for  payment  (item  4) _  _ 

g.  Partial  payments _  _ 

h.  Partial  settlements _  _ - 

i.  Unliquidated  balance  of  advance  payment _  .1 _ 

J.  Interest  on  advance  payment  fund _  _  _ 

11. 4  Net  amount  payable  under  settlement  agreement _  _ 

12.  Claims  excluded  from  settlement — contractor’s  rights  to  be 
preserved : 

a.  Reclaim  vouchers  authorized  by  GAO  for  payment  but  not  yet 

reimbursed _  _ _ 

b.  Other  reimbursable  claims  not  liquidated  (estimate) _  _ _ _ 

c.  Reimbursability  disputed : 

6-20  MM 

(1)  Uncleared  GAO  exceptions  deducted  in  this  settlement _  _ _ 

(2)  Reclaim  vouchers  not  authorized  by  GAO  for  payment _  _ 

(3)  GAO  exceptions  cleared  by  previous  deduction  or  refund  and  not 

subject  to  reclaim  vouchers _  — - 

(4)  Unreimbursed  costs  identical  in  nature  with  those  subject  to  GAO 

exceptions _  _ 

(5)  Other  reimbursed  costs  disallowed  by  the  Contracting  Officer -  - 
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§  1008.863-2 
(See  item  2 


Unreimbursed  costs  submitted  on  DD  Form  547. 
of  §  1008.863-1.) 


contractor  and  settlements  with 
subcontractors. 

(2)  Gross  disposal  credits.  This  item 
is  the  sum  of  prices  agreed  upon  for  re¬ 
tention  and  the  proceeds  of  sale  of  termi¬ 
nated  inventory  retained  or  sold  by  the 
contractor. 

(3)  Net  settlement  costs.  This  item 
is  the  “Gross  Termination  Settlement” 
less  “Gross  Disposal  Credits”  and  repre¬ 
sents  the  cost  to  the  Government  of  the 
settlement  of  the  termination. 

(4)  Advance  payments  outstanding. 
This  item  is  the  sum  of  advance  pay¬ 
ments  made  under  the  contract  which 
have  not  previously  been  recouped,  and 
are  to  be  recouped  by  deduction  from  the 
final  settlement  payment.  The  amount 
of  outstanding  advance  payments  to  be 
recouped  on  the  termination  settlement 
will  be  ascertained  from  the  paying  ac¬ 
counting  and  finance  officer  and  checked 
by  close  coordination  with  the  contract¬ 
ing  officer  administering  advance  pay¬ 
ments  under  the  contract,  and,  where 
necessary,  with  the  appropriate  account¬ 
ing  and  finance  division  or  divisions  of 
AMC. 

(5)  Interest  on  advance  payments. 
This  item  is  the  amount  of  interest  re¬ 
maining  due  on  advance  payments  under 
the  contract  and  to  be  recouped  on  the 
settlement.  The  amount  of  “Interest  on 
Advance  Payments”  will  be  ascertained 
in  the  same  manner  as  “Advance  Pay¬ 
ments  Outstanding,”  described  in  the 
preceding  subparagraph.  This  item  is 
separately  stated  for  the  accounting  and 
finance  officer’s  attention  because  re¬ 
couped  interest  on  advance  payments 
must  be  credited  to  Miscellaneous  Re¬ 
ceipts.  Interest  on  advance  payments 
ceases  to  accrue  as  of  the  date  of 
termination. 

(6)  Partial  payments  outstanding. 
This  item  is  the  sum  of  progress  or 
partial  payments  made  under  the  con¬ 
tract  before  termination  and  not  liqui¬ 
dated  by  deliveries  under  the  contract 
and  partial  payments  made  as  interim 
financing  after  notice  of  termination  not 
previously  liquidated  on  any  partial 
settlement  and  all  of  which  are  to  be 
liquidated  on  the  final  settlement. 
The  amount  of  such  “Partial  Payments 
Outstanding”  will  be  ascertained  from 
the  paying  finance  officer. 

(7)  Previous  partial  settlements.  This 
item  is  the  total  amount  (before  deduc¬ 
tion  for  advance  payments,  interest  on 
advance  payments  and  partial  pay¬ 
ments)  of  previous  partial  settlements,  if 
any,  and  amounts  paid  on  direct  settle¬ 
ment  with  subcontractors,  if  any. 

(8)  Termination  amount  payable. 
This  item  is  the  amount  of  money  ac¬ 
tually  to  be  paid  to  the  contractor  upon 
the  execution  of  the  settlement  agree¬ 
ment.  It  is  the  “Net  Settlement  Cost” 
less  the  sum  of  “Advance  Payments  Out¬ 
standing,”  “Interest  on  Advance  Pay¬ 
ments,”  "Partial  Payments  Outstand¬ 
ing,”  and  “Previous  Partial  Settlements.” 

(9)  Total  contract  price  ( prior  to  this 
agreement).  This  item  is  the  same  as 
the  total  amount  of  funds  which  have 
been  obligated  on  the  contract  up  to  the 
time  the  settlement  agreement  is  written 
and  may  be  ascertained  from  the  con¬ 
tract  file  (if  the  total  amount  of  fluids 
obligated  on  the  contract  is  in  fact  dif- 


Contracting 

officer’s 

computation 


(List  information  as  to  amounts  as  required  under  §  1008.863(b) (9) (ill). 
If  the  settlement  was  negotiated  on  a  lump  sum  basis,  specific 
amounts  as  to  each  item  are  not  required  under  the  category  of 
“Contracting  Officer’s  Computation.”  However,  total  amount  of 
Contracting  Officer’s  computation  must  bo  shown  under  item  10 
hereof.) 


i  Direct  material . . . 

i  Direct  labor . - . 

i  indirect  factory  expense  . 

\  hiMiies,  fixtures,  and  special  tools... 
*•  JSraFand  administrative  expense... 
*  Sneering  and  development  expense 

7  Other  production  expense . 

,  settlement  expense . 

9  settlements  with  subcontractors . 

Total  costs  (items  1-9) . 


^  1008.864  Cover  sheets  for  tcrminution  of  specimen  cover  sheets  are  also  pro- 
’  supplemental  agreements.  vided.  Definition  of  terms  contained  in 

8 1008  864-1  General.  instructions  are  intended  solely  for  the 

§,vuo,ou  purposes  of  the  cover  sheet  to  which 

(a)  An  appropriate  cover  sheet  will  be  the  term  pertains  and  are  not  necessarily 
attached  to  each  settlement  agreement,  applicable  to  any  other  usage, 
listing  pertinent  information  such  as,  but  (3)  Local  reproduction  of  the  speci¬ 
al  necessarily  limited  to,  the  supple-  men  cover  sheets  by  typewriter  or  re- 
ment,  contract,  and  termination  docket  producible  masters,  with  any  necessary 
numbers;  property  classification;  type  of  alterations,  is  authorized, 
contract  settled;  name  and  address  of  (4)  The  items  and  the  language  of 
contractor;  a  statement  whether  the  the  items  contained  in  the  specimen 
agreement  relates  to  the  settlement  of  a  cover  sheets  are  not  mandatory  or  in- 
partial  or  complete  termination  of  the  flexible,  but  are  suggested  for  use  with 
contract,  settlement  of  an  exclusion  or  such  modifications  as  may  be  appropri- 
exclusions  from  a  previous  settlement,  ate  to  each  particular  case.  Where 
correction  of  errors,  or  other  reason  that  items  set  forth  on  specimen  cover  sheets 
the  agreement  has  been  written;  and  the  d0  not  apply  to  the  particular  case,  they 
name  of  the  AF  office  which  negotiated  ^ill  be  omitted ,  from  the  cover  sheet 
the  settlement.  The  cover  sheet  will  instead  of  being  shown  as  zero.  How- 
also  contain  such  financial  data  relating  ever,  the  basic  requirements,  prescribed 
to  the  settlement  as  may  be  required  by  in  the  fallowing  sections,  as  to  the  con- 
the  cognizant  AF  accounting  and  finance  tents  of  the  cover  sheets  will  be  met. 
officer.  The  accounting  and  finance  of-  (5>  Credit  Purchase  Requests  (PR’s) 
fleer  (with  address)  designated  under  wm  not  be  written  for  any  termination 
the  contract  to  make  payment  will  be  settlement  agreements.  Instead  the  of- 
included.  The  cover  sheet  will  also  di-  fice  reSp0nsible  for  preparation  of  the 
rect  the  accounting  and  finance  officer  settlement  agreement  will  prepare  and 
to  make  payment  under  the  settlement  attach  thereto  a  cover  sheet  containing 
agreement  out  of  any  available  balances  SUitable  recapitulation  of  fiscal  informa- 
under  the  contract.  A  provision  will  be  tion  sufficient  for  the  purpose  of  the 
inserted  at  the  bottom  of  the  cover  page  paying  finance  officer  and  the  appropri¬ 
ate  that  the  cover  sheet  is  for  ad-  ate  accounting  division  of  AMC. 
mimstrative  purposes  only  and  that  it  (b)  H  a  case  occurs  for  which  no 

does  not  constitute  a  part  of  the  settle-  applicable  specimen  cover  sheet  is  pro- 

me°t  ^ree"lent;  vided  herein,  a  cover  sheet  containing 

(1  Termination  agreement  cover  suitable  items  will  be  devised  to  meet 

sheets  ^  set  forth  the  amount  of  the  the  basic  purposes  of  the  cover  sheet 

mJ;he  P£ce  or  °thefr  and  modeled,  to  the  extent  practicable, 

V6  cre?itedflt0+.the  contract.  after  the  specimens  contained  in 
The  accounting  classification  to  which  8  .  nftft  Rfi4 
the  funds  are  credited  will  be  typed  on  ' 

the  cover  sheet.  If  the  contract  cites  §  1008.864—2  Explanation  of  items  on 
more  than  one  accounting  classification,  cover  sheet  for  final  cost  settlement 

the  TCO  preparing  the  cover  sheet  Will  of  complete  or  partial  termination 

allocate  such  decreases  to  the  appro-  of  fixed-price  contracts, 

priate  accounting  classifications  which  -  (a)  The  numbered  items  below  cor- 
will  be  typed  immediately  below  the  line  respond  with  those  numbered  items  on 
showing  the  “Reduction  in  Contract  the  specimen  cover  sheet  for  the  above 
Price  (Credit) .”  The  allocation  of  funds  type  agreement  as  found  below, 
u ill  be  based  upon  the  knowledge  and  (l)  Gross  termination  settlement. 
best  judgment  of  the  termination  con-  This  item  is  the  sum  of  amounts  at¬ 
tracting  officer  in  the  light  of  all  the  lowed  on  the  final  settlement  for;  (i) 
tacts  relating  to  the  case.  Should  they  payment  at  contract  price  for  completed 
deem  it  necessary,  termination  contract-  articles  for  which  payment  has  not  been 
irg  officers  may  consult  with  accounting  previously  made  and  for  which  invoices 
and  finance  personnel  before  preparing  or  vouchers  have  not  been  submitted  to 
the  cover  sheets.  the  accounting  and  finance  officer, 

(2)  The  following  explains  the  use  of  (ii)  payment  of  cost,  profit,  and  sub¬ 
cover  sheets  which  are  applicable  to  the  contractor’s  termination  claims,  together 
various  types  of  agreements  and  situa-  with  any  amounts  paid  on  previous 
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ferent  from  the  total  contract  price,  the 
designation  of  this  item  should  be 
changed  to  “Total  Funds  Obligated  Prior 
to  This  Agreement”).  However,  if  any 
interim  release  of  funds  has  been  made 
by  either  unilateral  administrative  ac¬ 
tion  or  by  an  administrative  notice 
(REF’s),  such  interim  release  will  be 
disregarded  in  computing  the  amount 
of  the  “Total  Contract  Price.”  In  case 
of  doubt  as  to  the  “Total  Contract  Price,” 
verification  of  the  amount  may  be  ob¬ 
tained  by  electrically  transmitted  mes¬ 
sage  request  to  Terminations  Branch, 
Contract  Management  Division,  Hq 
AMC,  or  by  communication  with  the  pay¬ 
ing  accounting  and  finance  officer.  In 
the  case  of  a  partial  termination,  this 
item  is  the  cost  price  of  item/units  termi¬ 
nated  (CPIT),  and  it  is  the  value,  at 
prices  established  by  the  contract,  of  the 
undelivered  balances  of  the  items  termi¬ 
nated.  The  undelivered  balances  may  be 
ascertained  by  communication  with  the 
contractor  and  verification  with  the  pay¬ 
ing  accounting  and  finance  officer,  con¬ 
tracting  officer,  and  local  inspection 
records. 

(10)  Payments  to  date.  This  item  is 
the  total  sum  of  disbursements  made  by 
the  paying  accounting  and  finance  officer 
on  account  of  the  contract  up  to  date  of 
the  settlement  agreement.  Included  are 
outstanding  advance,  progress,  and  par¬ 
tial  payments,  payments  for  deliveries 
under  the  contract,  payments  for  settle¬ 
ment  of  previous  partial  terminations, 
total  cost  of  previous  partial  settlements 
on  this  termination,  and  payments  on 
direct  settlements  with  subcontractors. 
The  sum  of  such  payments  will  be  ob¬ 
tained  from  the  paying  accounting  and 
finance  officer.  Special  care  will  be  exer¬ 
cised  to  ascertain  from  the  contractor 
and  accounting  and  finance  officer  that 
all  invoices  and  vouchers  for  completed 
articles,  properly  delivered  under  the 
contract,  are  in  fact  paid  before  the 
execution  of  the  agreement  and  prefer¬ 
ably  before  its  preparation,  as  the 
amount  thereof  will  be  included  in  the 
recital  in  the  settlement  agreement  of 
the  amount  previously  paid  and  will  not 
be  included  in  the  amount  agreed  to  be 
paid  under  the  settlement  agreement. 
Only  such  completed  and  delivered  items 
for  which  invoices  or  vouchers  have  not 
been  submitted  to  the  paying  accounting 
and  finance  officer  will  be  included  in  the 
amount  provided  to  be  paid  in  the  settle¬ 
ment  agreement  and  hence  in  the  “Gross 
Termination  Settlement.”  Exercise  of 
care  in  the  foregoing  respect  will  prevent 
the  possibility  of  underpayment  or  over¬ 
payment  to  the  contractor. 

(11)  Termination  amount  payable. 
This  item  is  the  same  as  item  (8) . 

(12)  Final  contract  price.  This  item 
represents  the  entire  cost  of  the  contract 
to  the  Government  paid  and  to  be  paid 
out  of  the  funds  obligated.  It  is  com¬ 
puted  by  adding  items'' (10)  and  (11) 
above. 

(13)  Excess  funds  released.  This  item 
represents  funds  released  by  letter  as 
provided  in  §  1008.205-51.  Each  release 
letter  should  be  listed  showing  the  date 
thereof  and  the  amount  of  funds 
released. 


(14)  Reduction  in  contract  price  and  out  of  Procurement  Authority  .. 
(.credit).  This  item  is  the  amount  of  wb*ch  is  ayallable  to  tbe  additional  extent 
obligated  funds  to  be  released  because  of  +ln$Pl“I^"an(irpf?petP^ehvnth?^act  prlce  au- 
the  reduction  effected  by  the  term!-  thorlzed  and  eflectea  by  11115 
nation.  It  is  the  difference  between  the  On  the  cover  sheet  the  legend  “No  Pur. 

“Total  Contract  Price”  immediately  be-  chase  Request  Issued’’ will  be  deleted  and 
fore  the  agreement  and  the  “Final  Con-  ther<;  JJill  be  substituted  “Purchase  Re- 

tract  Price”  as  determined  by  the  quf^  vJ-ZTS*.  ... 

aerppmpnt  and  ipc<?  anv  funds  released  Reservations  from  settlement,  if 

agreement  and  less  any  funds  released  the  termination  settlement  excludes 

as  reported  in  item  (13).  If  item  (9)  is  unsettled  claims  of  subcontractors  a./ 
changed  to  read  “Total  Funds  Obligated  Sumed  by  the  Government  or  reserved 
(Prior  to  this  Agreement),”  then  this  for  later  settlement  or  any  other  mine* 

item  (14)  should  also  be  changed  to  element  of  the  claim,  the  amounts  to  be 

read  “Reduction  in  Funds  Obligated  reserved  will  be  shown  as  additional  de- 
(Credit).”  In  the  case  of  a  partial  ter-  termination,  the  amounts  to  be  reserved 
mination,  it  is  the  difference  between  the  wih  he  shown  as  additional  deductions 
“Contract  Price  of  Items/Units  Termi-  under  “Cost  Price  of  Items/Units  Ter* 
nated  and  the  Net  Settlement  Cost.”  minated  and  thereby  will  be  reflected 
(b)  Direction  to  paying  accounting  Reduction  of  Contract  Price 

and  finance  officer.  Each  cover  sheet  ,fdly -■....  ,  .  ,  .. 

will  contain  a  direction  to  the  applicable  .  (3).  AddiUonal  deductions  from  “Gross 
accounting  and  finance  officer  to  make  termination  settlement .”  If  there  are 
payment  out  of  available  balance  of  any  C1  edits  or  claims  of  the  Government 
funds  obligated  on  the  original  contract  asamst  the  contractor  arising  from  the 
(purchase  order)  as  amended.  The  c°utract  which  have  not  been  taken 
cover  sheet  will  also  direct  the  account-  consideration  in  the  negotiation  of 

ing  and  finance  officer  to  follow  the  es-  tbe  Gross  Termination  Settlement 
tablished  practice  of  making  payment  A™°unt  but  are  to  be  deducted  from  the 
from  the  various  accounts  on  the  basis  settlement,  such  credits  or  claims  will  be 
of  items  involved  shown  and  deducted  under  “Gross  Ter* 

(O  Variations — (1)  Increase  in  con-  mtoation  Settlement”  (aeettanSnik 
tract  price.  Where,  as  may  occasionally  instructions,  §  1008.864  3). 

happen,  the  amount  of  payments  made  (4)  of  lapsed  appropria - 

and  to  be  made  under  the  contract  and  th,e  funds  obbgated  on  the  con- 

settlement  thereof  is  more  than  the  ^act  have  lapsed,  add  the  following  on 
amounts  of  funds  theretofore  obligated  cover  sheet  under  the  direction  to 
on  the  contract  or  in  partial  termination  the  accounting  and  finance  officer: 

where  the  amount  of  payments  to  be  Lapsed  Allotment  Nos. - to  be  for- 

made  will  exceed  the  cost  price  Of  items/  warded  to  Commander,  Air  Force  Finance 
units  terminated,  the  following  changes  Center*  3800  York  Street,  Denver  5,  Colo- 
wiU  be  made  in  the  specimen  cover  rado;  Att“:  Settlements  Division,  for  pay- 
sheet;  item  (14)  will  read,  “Increase  in  ments  out  of  lapsed  aPP*>Prla«°“- 
Contract  Price  (Debit).”  Add  to  the  (d)  Cover  page  for  supplemental 
legend  directing  the  accounting  and  fi-  agreement  to  fixed-price  contract  /or 
nance  officer  to  make  payment  the  supplies /services /research  and  develop- 
words:  ment. 

Supplemental  Agreement  No. _ 

to  Contract  No. _ 

Purchase  Order  No. _ 

Classification  _ 

Docket  No.  _ 

Supplemental  Agreement  to  Fixed  Price  Contract  for  Supplies /Services/Research  ani 

Development 

(United  States  Air  Force) 

Contractor: 

Agreement  for:  Partial 

Complete  termination  settlement  of  contract 
Settlement  negotiated  by: 

1.  Gross  termination  settlement _  _ 

Less:  2.  Gross  disposal  credits _  _ 

3.  Net  settlement  cost: 

Less:  4.  Advance  payments  outstanding -  - 

5.  Interest  on  advance  payments  (to  miscellaneous  re¬ 

ceipts)  _  _ 

6.  Partial  payments  outstanding _  _ 

7.  Previous  partial  settlements  (Contractor  and  subcon¬ 

tractor)  _  _ _  _ _ 

8.  Termination  amount  payable: 

9.  Total  contract  price  (prior  to  the  agreement) :  or  contract  price  of 

item/units  terminated _ _  _ _ — 

10.  Payments  to  date _ _ _  _ _ _ 

11.  Termination  amount  payable _  _ _ _ 

Less:  12.  Final  contract  price _  — — — 

Less:  13.  Excess  funds  released  letter  dated _  _ _ _ 

14.  Reduction  (balance)  in  contract  price  (Credit) _ -  — — — 
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Saturday*  May  27 ,  1961 


The  Accounting  and  Finance  Officer  con- 
jenied  is:  Accounting  and  Finance  Officer, 
USA? - — . 

'~Tbe  Accounting  and  Finance  Officer  will 
make  payment  out  of  any  available  balance 

{funds  heretofore  obligated  on  the  orig¬ 
inal  contract  (or  purchase  order)  as 
amended  to  date.  The  Accounting  and  Fi¬ 
ance  Officer  will  follow  the  established  prac- 
“  of  making  payment  from  the  various 
accounts  on  the  basis  of  items  involved. 

NO  PH  ISSUED 

This  cover  sheet  is  for  administrative  pur- 
p0g£g  oniy  and  not  a  part  of  the  agreement. 

Strike  out  inapplicable  items 

c  1008.864—3  Explanation  of  items  on 
cover  sheet  for  final  cost  settlement 
of  complete  termination  of  CPFF 
contract  or  partial  termination  set¬ 
tlement  after  completion  of  contract. 

(a)  The  numbered  items  below  cor¬ 
respond  with  those  numbered  items  on 
the  specimen  cover  sheet  for  the  above 
type  agreement  as  found  at  the  end  of 
this  section. 

(1)  Gross  termination  settlement. 
This  item  is  the  sum  of : 

(1)  Net  reimbursement  on  Standard 
Yam  1034  cost  vouchers,  which  includes 
paid  reclaim  vouchers  but  excludes  costs 
represented  by  progress  payments  (i.e., 
on  unsettled  overhead) .  Such  net  reim¬ 
bursement  is  computed  by  deducting 
from  the  total  of  Standard  Form  1034 
cost  vouchers  the  sum  of:  (a)  Uncleared 
GAO  exceptions,  and  (b)  GAO  excep¬ 
tions  which  were  cleared  by  refund. 

(ii)  Costs  represented  by  reclaim 
vouchers  which  have  not  been  paid  but 
payment  of  which  has  been  authorized 
by  the  GAO. 

(iii)  Amout  allowed  in  payment  for 
unreimbursed  costs,  including  costs  such 
as  unsettled  overhead  on  account  of 
which  progress  payments  have  been 
made  and  costs  on  account  of  which 
partial  payments  and  partial  settlement 
payments  have  been  made. 

(iv)  Amounts  allowed  for  settlements 
with  subcontractors,  including  settle¬ 
ments  and  expenses  on  account  of  which 
partial  payments  and  partial  settlement 
payments  were  made. 

(v)  Amounts  paid  on  partial  or  final 
settlements  with  subcontractors. 

(vi)  Amount  allowed  as  total  adjusted 
fixed  fee  for  entire  contract. 

(vii)  Where  authority  to  include  them 
has  been  received  from  the  Under  Sec¬ 
retary  of  the  Air  Force,  amounts  allowed 
for  previously  reimbursed  costs  which 
were  the  subject  of  GAO  exceptions, 
whether  such  exceptions  were  cleared  by 
deduction  or  refund  or  remain  uncleared. 

(2)  Gross  disposal  credits.  This  item 
is  the  sum  of  prices  agreed  upon  for 
retention  and  the  proceeds  of  sale  of 
contractor  inventory  retained  or  sold  by 
the  contractor. 

(3)  Miscellaneous  charges  under  con¬ 
tract.  This  item  is  the  sum  of  credits 
or  claims,  if  any,  of  the  Government 
against  the  contractor  arising  from  or 
under  the  contract  which  have  not  been 
taken  into  account  in  the  negotiation  of 
the  “Gross  Termination  Settlement” 
amount,  but  are  to  be  deducted  from  the 
settlement.  This  item  may  include  such 
charges  as  the  contractor’s  liability  for 
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loss,  destruction  or  damage  to  Govern¬ 
ment  property  and  for  defective  articles 
or  parts.  This  item  should  be  distin¬ 
guished  from,  and  should  not  include, 
offsets  not  arising  under  the  contract 
such  as  claims  for  delinquent  renegotia¬ 
tion  payments  for  loss,  damage  or  de¬ 
struction  of  Government  property  held 
under  other  contracts,  for  unliquidated 
advance  payments  under  other  contracts 
and  other  claims  under  other  contracts 
and  transactions.  Such  offsets,  to  the 
extent  known  to  the  termination  con¬ 
tracting  officer,  will  be  noted  on,  or  on  an 
attachment  to,  the  voucher  presented  to 
the  paying  finance  officer  so  that  he  may 
make  such  deductions  on  the  voucher 
against  the  amount  shown  to  be  payable 
under  the  settlement  agreement. 

(4)  Net  settlement  cost.  This  item  is 
“Gross  Termination  Settlement”  less  the 
sum  of  “Gross  Disposal  Credits”  and 
“Miscellaneous  Charges  Against  The 
Contractor  Under  Contract,”  and  repre¬ 
sents  the  cost  to  the  Government  of  the 
terminated  contract,  subject,  however,  to 
increase  on  account  of  claims  excluded 
from  the  settlement. 

(5)  Advance  payments  outstanding. 
This  item  is  the  sum  of  advance  pay¬ 
ments  made  under  the  contract  which 
have  not  been  previously  recouped  and 
are  to  be  recouped  by  deduction  from 
the  final  settlement  payment.  The 
amount  of  outstanding  advance  pay¬ 
ments  to  be  recouped  on  the  termina¬ 
tion  settlement  will  be  ascertained  from 
the  paying  accounting  and  finance  of¬ 
ficer  and  checked  with  the  contracting 
officer  administering  advance  payments 
under  the  contract,  and,  where  necessary 
with  the  appropriate  accounting  and  fi¬ 
nance  division  or  divisions  of  AMC. 

(6)  Interest  on  advance  payments. 
This  item  is  the  amount  of  interest  re¬ 
maining  due  to  advance  payments  under 
the  contract  and  to  be  recouped  on  the 
settlement.  The  amount  of  “Interest  on 
Advance  Payments”  will  be  ascertained 
in  the  same  manner  as  “Advance  Pay¬ 
ments  Outstanding,”  described  in  the 
preceding  subparagraph.  This  item  is 
separately  stated  because  recouped  in¬ 
terest  on  advance  payments  must  be 
credited  to  Miscellaneous  Receipts.  In¬ 
terest  on  advance  payments  ceases  to 
accrue  as  of  the  date  of  termination. 

(7)  Other  payments  made.  This  item 
is  the  sum  of  all  payments,  other  than 
unliquidated  advance  payments,  made 
under  the  contract  previous  to  the  ex¬ 
ecution  of  the  final  settlement  agree¬ 
ment.  For  the  purpose  of  the  cover 
sheet,  vouchers  approved  or  authorized 
for  payment  but  not  paid  by  the  finance 
officer  at  the  time  of  execution  of  the 
final  settlement  agreement  (i.e.,  reclaim 
vouchers  authorized  by  the  GAO  for 
payment  but  not  yet  paid)  are  treated 
as  payments  previously  made  and  in¬ 
cluded  in  this  item.  Care  should  be 
taken,  however,  to  preserve  the  contrac¬ 
tor’s  right  to  receive  payment  on  such 
approved  reclaim  vouchers  by  appro¬ 
priate  exception  thereof  from  the  release 
provisions  of  the  final  settlement  agree¬ 
ment.  Payments  included  in  this  item, 
the  amounts  of  which  may  be  ascer¬ 
tained  from  or  verified  with  the  paying 
accounting  and  finance  officer,  are: 


(i)  Payments  made  in  reimbursement 
of  costs,  including  reimbursements  sub¬ 
ject  to  uncleared  GAO  exceptions  but 
excluding  reimbursements  subject  to 
GAO  exceptions  which  have  been  cleared 
by  deduction  or  refunds  and  reimburse¬ 
ments  which  were  included  in  previous 
final  settlements  of  severable  partial 
terminations,  if  any.  Cost  reimburse¬ 
ments  herein  referred  to  will  be  com¬ 
puted  before  deduction  of  advance  pay¬ 
ments,  interest  on  advance  payments, 
progress  payments,  and  partial  payments 
which  were  liquidated  by  such  cost 
reimbursements. 

(ii)  Net  settlement  cost  of  previous 
final  settlements  of  severable  partial 
terminations,  if  any,  i.e.,  before  deduct¬ 
ing  advance  payments,  interest  on  the 
advance  payments,  and  other  payments 
made. 

(iii)  Partial  and  progress  payments 
made  prior  to  termination,  to  the  ex¬ 
tent  not  liquidated  by  cost  reimburse¬ 
ment  (i.e.,  progress  payments  on 
unsettled  overhead)  or  by  previous  final 
settlement  of  severable  partial  termi¬ 
nations,  if  any. 

(iv)  Partial  payments  made  after 
termination,  before  deduction  for  ad¬ 
vance  payments  and  interest  therein  if 
liquidated  by  such  partial  payments. 
This  item  includes  partial  payments 
made  directly  to  or  for  the  benefit  of 
subcontractors. 

(v)  Partial  settlement  payments  to 
prime  contractor. 

(vi)  Fixed-fee  payments. 

(vii)  Payments  made  on  authorized 
reclaim  vouchers. 

(viii)  Reclaim  vouchers  authorized  by 
GAO  for  payment  and  not  yet  paid  by 
the  disbursing  officer. 

(ix)  Payments  made  on  partial  and 
final  direct  settlements  with  subcon¬ 
tractors. 

(8)  Termination  amount  payable. 
This  item  is  the  amount  of  money  ac¬ 
tually  to  be  paid  by  the  Government  to 
the  contractor  upon  the  execution  of  the 
settlement  agreement.  It  is  “Net  Set¬ 
tlement  Cost”  less  the  sum  of  “Advance 
Payments  Outstanding,”  “Interest  on 
Advance  Payments,”  and  “Other  Pay¬ 
ments  Made.” 

(9)  Estimated  cost  -  plus  -  fixed  -  fee 
( prior  to  this  agreement) .  This  item  is 
the  same  as  the  total  amount  of  funds 
which  have  been  obligated  on  the  con¬ 
tract  up  to  the  time  the  settlement 
agreement  is  written  and  may  be  ascer¬ 
tained  from  the  contract  file.  (If  the 
total  amount  of  funds  obligated  or  the 
contract  is  in  fact  different  from  the 
total  estimated  cost  and  fixed  fee  shown 
in  the  contract,  the  designation  of  this 
item  should  be  changed  to  “Total  Funds 
Obligated  (Prior  to  this  Agreement)”.) 
However,  if  any  interim  release  of  funds 
has  been  made  by  unilateral  adminis¬ 
trative  action  (REF’s) ,  such  release  will 
be  disregarded  in  computing  the  amount 
of  the  “Estimated  Cost-Plus-Fixed  Fee.” 
In  case  of  doubt  as  to  the  adequacy  of 
the  file  on  an  AMC  contract,  this  amount 
may  be  obtained  by  an  electrically  trans¬ 
mitted  message  request  to  Settlement 
Branch  (MCPRT),  Readjustment  Divi¬ 
sion,  Hq  AMC,  or  by  communication  with 
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the  paying  accounting  and  finance  offi¬ 
cer,  whichever  is  more  convenient. 

(10)  Net  settlement  cost.  This  item 
is  the  same  as  item  (4) . 

(11)  Estimated  reserve  for  excluded 
claims.  This  item  is  the  sum  of  claims 
which  have  been  excepted  from  the  ter¬ 
mination  settlement,  to  the  extent  that 
they  can  reasonably  be  estimated  at  the 
time  of  execution  of  the  settlement 
agreement.  It  will  not  include  any  al¬ 
lowance  for  claims  or  possible  claims  the 
amount  of  which  cannot  be  reasonably 
estimated,  such  as  claims  based  upon  the 
responsibility  of  the  contractor  to  third 
parties  and  involving  costs  reimbursable 
under  the  contract  but  not  known  to  the 
contractor  and  claims  for  additional 
premiums  under  retrospective  rated  in¬ 
surance  policies.  It  will  include  the 
stated  or  estimated  amounts  of  undis¬ 
puted  and  disputed  claims  shown  as  ex¬ 
cluded  from  the  settlement  and  the 
stated  maximum  or  estimated  amounts 
of  excluded  subcontractors’  claims. 

(12)  Final  contract  price.  This  item 
represents  the  entire  cost  of  the  contract 
to  the  Government  paid  and  to  be  paid 
out  of  the  funds  obligated  on  the  con¬ 
tract.  It  is  computed  by  adding  the 
amount  of  “Net  Settlement  Cost”  to  the 
amount  of  “Estimated  Reserve  for  Ex¬ 
cluded  Claims”.  The  matter  in  paren¬ 
theses  under  “Final  Contract  Price”  is 
intended  to  show,  for  the  convenience 
of  the  accounting  officer,  the  breakdown 
of  “Final  Contract  Price”  between  that 
portion  which  may  be  deemed  attribut¬ 
able  to  costs  and  that  attributable  to  fee. 

(13)  Excess  funds  released.  This 
item  will  be  used  to  designate  any  funds 
released  by  letter  as  provided  in 
§  1008.205-51.  Each  release  letter  will 
be  listed  showing  the  date  thereof  and 
the  amount  of  funds  released. 

(14)  Reduction  in  contract  price 
( credit ).  This  item  is  the  amount  of 
obligated  funds  to  be  released  because  of 
the  cancellation  effected  by  the  termina¬ 
tion.  It  is  the  difference  between  the 
“Estimated  Cost-Plus-Fixed-Fee”  imme¬ 
diately  before  the  agreement  and  the 
“Final  Contract  Price”  as  determined  by 
the  agreement  and  less  any  funds  re¬ 
leased  as  reported  in  item  (13).  If  item 
(9)  is  changed  to  “Total  Funds  Obligated 
(Prior  to  this  Agreement)”,  this  item 
(14)  should  also  be  changed  to  read  “Re¬ 
duction  in  Funds  Obligated  (Credit) .” 

(b)  Directions  to  paying  accounting 
and  finance  officer.  Each  cover  sheet 
will  contain  a  direction  to  the  applicable 
accounting  and  finance  officer  to  make 
payment  out  of  available  balance  of 
funds  obligated  on  the  original  contract 
(purchase  order)  as  amended.  The 
cover  sheet  will  also  direct  the  account¬ 
ing  and  finance  officer  to  follow  the  es¬ 
tablished  practice  of  making  payment 
from  the  various  accounts  on  the  basis 
of  items  involved. 

(c)  Variations — (1)  Increase  in  con¬ 
tract  price.  When  the  amount  of  pay¬ 
ments  made  and  to  be  made  under  the 
contract  and  settlement  thereof  is  more 
than  the  amount  of  funds  theretofore 
obligated  on  the  contract,  and  when  the 
“Final  Contract  Price”  exceeds  “Esti¬ 
mated  Cost-Plus-Fixed-Fee  (Prior  to 
this  Agreement)  ”,  the  following  changes 


will  be  made  in  the  specimen  cover  sheet: 
Item  (14)  will  read  “Increase  in  Contract 
Price  (Debit)”.  Add  to  the  legend  di¬ 
recting  the  accounting  and  finance  offi¬ 
cer  to  make  payment  the  words: 

and  out  of  Procurement  Authority _ _ 

which  is  available  to  the  additional  extent 
of  $ _ for  increase  in  contract  price  au¬ 

thorized  and  effected  by  this  Agreement. 

On  the  cover  sheet  the  legend  “No  Pur¬ 
chase  Request  Issued”  will  be  deleted  and 
there  will  be  substituted  “Purchase  Re¬ 
quest  No. _ ” 

(2)  Severable  partial  termination.  In 
the  case  of  a  supplemental  agreement 
for  final  settlement  of  a  partial  termina¬ 
tion  where  the  contracting  officer  has 
determined  that  the  terminated  portion 
is  severable  from  the  balance  of  the 
contract  (§  8.406  of  this  title),  the  cover 
sheet  form  may  be  used  with  the  follow¬ 
ing  modifications: 

(i)  All  of  the  items  appearing  in  the 
cover  sheet  form  will  be  shown  except 
item  (5) ,  which  will  be  changed  to  read 
“Advance  Payments  to  be  Recouped,” 
and  item  (6) ,  “Interest  on  Advance  Pay¬ 


ments,”  which  will  be  omitted  Th 
items  listed  will  be  made  up  of  th 
elements  explained  in  paragraphs  (a? 
and  (b)  of  this  section,  but  will  hi 
limited  to  the  respective  amounts  de 
termined  by  the  contracting  officer  to 
be  applicable  to  the  severable  portion  of 
the  contract.  Statements  with  respect 
to  recoupment  of  advance  payments  and 
liquidation  of  partial  payments  in  the 
case  of  settlement  of  partial  termination 
of  a  fixed-price  contract  are  applicable 
here. 


(ii)  If  there  is  an  interest  bearing 
advance  payment  account  outstanding6 
the  paying  accounting  and  finance  offi¬ 
cer’s  attention  will  be  called  to  the 
necessity  for  collecting  such  interest 
from  the  settlement  amount  by  making 
an  additional  footnote  reference  to 
“Termination  Amount  Payable”  as  fol¬ 
lows:  “Subject  to  deduction  for  interest 
on  advance  payments.  Credit  to  Mis¬ 
cellaneous  Receipts — Account  No _ » 

(d)  Cover  page  for  supplemental 
agreement  to  CPFF  contract  for  sup¬ 
plies /services /research  and  development. 


Supplemental  Agreement  No. 

to  Contract  No. _ 

Purchase  Order  No. _ 

Classification  _ 

Docket  No.  _ 


Supplemental  Agreement  to  Cost-Plus-Fixed-Fee  Contract  for  Supplies/Services/ 

Research  and  Development 


(United  States  Air  Force) 

Contractor: 

Agreement  for :  Final  Settlement  of  Terminated  Contract 
Supplement  negotiated  by : 

1.  Gross  termination  settlement -  - 

Less:  2.  Gross  disposal  credits -  - 

3.  Miscellaneous  charges  against  contractor  under  contract-  _ 

4.  Net  settlement  cost _  _ 

Less:  5.  Advance  payments  outstanding _  _ - 

6.  Interest  on  advance  payments -  - 

7.  Other  payments  made -  -  - . 

8.  Termination  amount  payable _  _ 

9.  Estimated  cost-plus-flxed-fee  (prior  to  this  Agreement ) : 

10.  Net  settlement  cost _  _  _ _ 

11.  Estimated  reserve  for  excluded  claims -  - 

Less:  12.  Final  contract  price: 

(Consisting  of  $ _  for  reimbursement  of  costs 

and  $ _ for  adjusted  fixed  fee.) 

Less:  13.  Excess  funds  released  letter  dated -  -  - - 

14.  Reduction  (balance)  in  contract  price  (Credit) _  _ _ 

The  Accounting  Finance  Officer  concerned  is:  Accounting  and  Finance  Officer,  USA? 


The  Accounting  Finance  Officer  will  make  payment  out  of  any  available  balances  of  funds 
heretofore  obligated  on  the  original  contract  (purchase  order)  as  amended  to  date.  The 
Accounting  and  Finance  Officer  will  follow  the  established  practice  of  making  payment 
from  the  various  accounts  on  the  basis  of  items  involved. 

no  pr  issued 

This  cover  sheet  is  for  administrative  purposes  only  and  not  part  of  the  agreement. 

Strike  out  inapplicable  items 


§  1008.864—4  Explanation  of  items  on 
cover  sheet  for  adjusting  estimated 
cost  and  fixed  fee  on  partial  termi¬ 
nation  of  a  CPFF  contract. 

(a)  The  numbered  items  below  corre¬ 
spond  with  those  numbered  items  on  the 
specimen  cover  sheet  for  the  above  type 
agreement  as  found  at  the  end  of  this 
section. 

( 1 )  Amount  of  reduction  in  estimated 
cost.  This  item  is  the  difference  between 
the  estimated  cost  as  set  forth  in  the 
contract  of  items  or  units  terminated  and 
the  amount,  if  known,  or  the  negotiated 


estimate  of  the  expenditures  and  liabili¬ 
ties  on  account  of  preparation  and  work 
on  the  terminated  portion  and  of  the 
termination  expenses  attributable  there¬ 
to.  If  there  have  been  any  direct  settle¬ 
ments  with  subcontractors,  the  amount 
thereof  also  will  be  deducted  from  the 
established  cost  of  items  or  units  ter¬ 
minated  to  arrive  at  reduction  in  esti¬ 
mated  cost.  If  there  have  been  no  costs 
or  expenses  applicable  to  the  terminated 
portion,  the  amount  of  reduction  will  be 
the  same  as  the  estimated  cost  set  forth 
in  the  contract  for  the  items  or  units 
terminated. 
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(2)  Amount  of  reduction  in  fixed  fee. 
rh  t  item  is  the  amount  of  reduction  in 

fee  agreed  upon  by  reason  of  the 
lunation  0f  the  terminated  portion  of 

the  contract. 

(3)  Release  of  excess  funds.  Under 
this  item  show  any  amounts  of  excess 
unds  released  in  accordance  with 
5  1008  205-51-  Each  release  letter  should 
L  listed  showing  date  of  letter  and 
amount  of  excess  funds  released. 

(4)  Total  credit.  This  is  the  sum  of 
the  “Amount  of  Reduction  in  Estimated 
Cost”  and  the  “Amount  of  Reduction  in 
Fixed  Pee”  and  represents  the  amount  of 
funds  to  be  released  as  a  result  of  the 
agreement  less  any  prior  releases  of  ex- 

funds  as  reported  under  item  (3) . 
rt>)  Direction  to  accounting  and  fi¬ 
nance  officer.  Ordinarily  there  will  be 
no  necessity  for  any  direction  to  the  ac¬ 
counting  and  finance  officer  to  make  pay¬ 
ment  and  hence  the  accounting  and 
gnance  officer  is  merely  identified  on  the 
cover  sheet. 

(c)  Cover  page  for  supplemental 
agreement  to  CPFF  contract  for  sup- 
pties, /services /research  and  development. 

Supplemental  Agreement  No. _ 

to  Contract  No.  _ _ 

Purchase  Order  No. _ 

Classification  _ 

Docket  No.  - 

Supplemental  Agreement  to  Cost-Plus- 
Fued-Fee  Contract  for  Supplies/Serv¬ 
ices/Research  and  Development 

(United  States  Air  Force) 

Contractor: 

Agreement  for:  Partial  settlement  of  termi¬ 
nated  contract 
Settlement  negotiated  by : 

L  Amount  of  reduction  in  estimated 

cost _  _ 

2.  Amount  of  reduction  in  fixed  fee.  _ 

3.  Excess  funds  released _  _ 

Letter  dated 

4.  Credit  to  contract -  - 

Accounting  and  finance  officer  concerned  is 


NO  PR  ISSUED 

This  cover  sheet  is  for  administrative  pur¬ 
poses  only  and  not  part  of  the  agreement. 

Strike  out  inapplicable  items 

§  1008.864—5  Explanation  of  items  on 
cover  sheet  for  no-eost  settlement  of 
complete  or  partial  termination  of 
fixed-price  contract. 

(a)  Contract  price  of  items/units 
terminated  (credit).  This  item  is  the 
value,  at  prices  established  in  the  con¬ 
tract,  of  the  items  or  units  terminated. 
The  quantities  may  be  ascertained  from 
the  termination  notice  and  verified  with 
the  contractor,  paying  accounting  and 
finance  officer,  resident  representative, 
or  local  contracting  officer,  and  local  in¬ 
spection  records.  The  applicable  prices 
will  be  ascertained  from  the  contract  file. 
If  the  independent  field  office  file  of  an 
AMC  contract  is  deemed  inadequate,  the 
necessary  information  as  to  contract 
prices  will  be  requested  by  electrically 
transmitted  message  from  AMC 
(MCPKT) . 


(b)  Cover  page  for  supplemental 
agreement  to  fixed-price  contract  for 
supplies /services /research  and  develop¬ 
ment. 

Supplemental  Agreement  No. _ 

to  Contract  No. _ 

Purchase  Order  No. _ 

Classification  _ 

Docket  No.  _ 

Supplemental  Agreement  to  Fixed  Price 
Contract  for  Supplies/Services/Research 
and  Development 

(United  States  Air  Force) 
Contractor : 

Agreement  for:  Partial 

Complete  termination  of 
contract  at  no  cost 
Settlement  negotiated  by : 

Contract  price  of  items/units  terminated 
(credit)  _ 


Accounting  and  Finance  Officer  concerned  is: 
Accounting  and  Finance  Officer,  USAF _ 


NO  PR  ISSUED 

This  cover  sheet  is  for  administrative  pur¬ 
poses  only  and  not  part  of  the  agreement. 

Strike  out  inapplicable  items 

§  1008.864—6  Explanation  of  items  on 
cover  sheet  for  settling  excluded  por¬ 
tion  of  previous  settlement. 

(a)  The  numbered  items  below  cor¬ 
respond  with  those  numbered  items  on 
the  specimen  cover  sheet  for  the  above 
type  agreement  as  found  at  the  end  of 
this  section. 

(1)  Gross  amount  this  settlement. 
This  item  is  the  amount  allowed  in  set¬ 
tlement  of  so  much  of  the  contractor’s 
claim  as  was  excluded  from  a  previous 
settlement  agreement  under  which  pro¬ 
vision  was  made  for  reduction  of  con¬ 
tract  price  and  release  of  funds.  Such 
excluded  portion  may  be  for  certain  sub¬ 
contractors’  claims  not  settled  in  pre¬ 
vious  agreements  or  for  other  minor 
elements  of  the  contractor’s  claim.  The 
gross  amount  would  include  also  allow¬ 
ance  for  applicable  post  termination 
expenses. 

(2)  Disposal  credits.  This  item  is  the 
sum  of  prices  agreed  upon  for  retention 
and  the  proceeds  of  sale  of  termination 
inventory  retained  or  sold  by  the  con¬ 
tractor  and  not  reflected  in  the  previous 
settlement. 

(3)  Net  cost  this  settlement.  This 
item  is  the  “Gross  Amount  This  Settle¬ 
ment”  less  “Disposal  Credits”  and  repre¬ 
sents  the  cost  of  this  settlement  to  the 
Government. 

(4)  Amount  payable.  This  item  is  the 
amount  of  money  actually  payable  upon 
the  execution  of  the  settlement  agree¬ 
ment.  It  will  be  the  same  as  “Net  Cost 
This  Settlement”  unless  there  are  still 
outstanding  advance  payments  and  in¬ 
terest  thereon  to  be  recouped  or  partial 
payments  to  be  liquidated  on  this  settle¬ 
ment.  In  such  cases  (as  more  fully  ex¬ 
plained  in  paragraph  (b)  (2)  of  this  sec¬ 
tion)  such  items  will  be  deducted  from 


“Net  Cost  This  Settlement”  to  arrive  at 
“Amount  Payable”. 

(5)  Reserved  for  this  settlement  (by 

supp.  No.  - ).  This  item  is  the 

amount  of  obligated  funds  shown  on  the 
cover  sheet  of  the  previous  settlement 
agreement  to  have  been  reserved  for  the 
settlement  of  the  portion  of  the  claim 
here  settled.  The  parentheses  should 
indicate  the  identification  of  the  Supple¬ 
ment  on  the  cover  sheet  of  which  the 
reservation  was  shown. 

.  (6)  Net  cost  this  settlement.  Item  (6) 
is  the  same  as  item  (3). 

(7)  Release  of  excess  funds.  This 
item  represents  funds  released  by  letter 
as  provided  in  §  1008.205-51.  Each  re¬ 
lease  letter  will  be  listed  showing  the 
date  thereof  and  the  amount  of  funds 
released. 

(8)  Reduction  in  contract  price 
(credit).  This  item  is  the  excess  of 
obligated  funds  “Reserved  for  This  Set¬ 
tlement”  over  the  “Net  Cost  This  Settle¬ 
ment”  and  hence  the  amount  of  funds 
to  be  released  as  a  result  of  this  settle¬ 
ment,  less  any  funds  previously  released 
under  item  (7). 

(b)  Variations — (1)  Increase  in  con¬ 
tract  price.  If  the  amount  “Reserved  for 
This  Settlement”  should  be  less  than  the 
“Amount  Payable,”  item  (8)  will  be 
changed  to  “Increase  in  Contract  Price 
(Debit).”  The  debit  Purchase  Request 
number  will  be  shown  and  reference  will 
be  made  to  additional  funds  obligated  in 
the  directions  to  the  accounting  and 
finance  officer. 

(2)  Advance  payments,  interest  on 
advance  payment,  partial  payments.  If 
there  are  any  outstanding  advance  pay¬ 
ments  or  partial  payments  which  are  to 
be  recouped  on  this  settlement,  these 
will  be  shown  as  deduction  items  under 
“Net  Cost  This  Settlement,”  and  in  the 
case  of  outstanding  advance  payments 
there  will  be  added  to  the  directions  to 
the  finance  officer  a  statement  to  charge 
the  amount  thereof  to  contract  obliga¬ 
tions  and  to  credit  the  applicable  ac¬ 
counting  classifications  under  Project 

_  If  the  basic  termination  was 

complete,  interest  on  advance  payments 
will  also  be  a  deduction  item  and  there 
will  be  added  in  parentheses  to  the  direc¬ 
tions  to  the  accounting  and  finance  offi¬ 
cer  a  statement  to  charge  the  items 
for  “Advance  Payment  Interest”  and 
“Amount  Payable”  to  the  contract  obli¬ 
gation  and  to  credit  the  interest  item 
to  “Miscellaneous  Receipts,  Account 

No. _ ”,  If  the  basic  termination 

was  partial,  deduction  of  interest  on  ad¬ 
vance  payments  up  to  date  of  payment 
will  be  provided  for  by  footnote  refer¬ 
ence  to  the  “Amount  Payable.” 

(3)  Additional  deductions.  If  there 
remain  any  claims  of  the  Government 
arising  from  the  contract  which  are  to 
be  deducted  from  this  settlement,  they 
will  be  shown  as  deductions  from  “Gross 
Amount  This  Settlement.” 
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(c)  Cover  page  for  supplemental  agreement  to  fixed-price  contract  for  supplies / 
services /research  and  development. 

Supplemental  Agreement  No. _ 

to  Contract  No. _ 

Purchase  Order  No. _ 

Classifications  _ 

Docket  No.  _ 

Supplemental  Agreement  to  Fixed  Price  Contract  for  Supplies/Services/Research  and 

Development 

(United  States  Air  Force) 

Contractor : 

Agreement  for:  Settlement  of  excluded  portion  of  previous  settlement  of — 

Partial 

Complete  termination  of  contract 
Supplement  negotiated  by: 

1.  Gross  amount  of  this  settlement -  - 

Less:  2.  Disposal  credits _  _ 

3.  Net  cost  this  settlement _  _ 

4.  Amount  payable _  _ 

5.  Reserved  for  this  settlement  (By  Supp.  No. _ ) _  _ 

Less:  6.  Net  cost  this  settlement  (3) _  _ 

Less:  7.  Excess  funds  released  letter  dated _  _ 

8.  Reduction  in  contract  price  (credit) _  _ 

The  Accounting  and  Finance  Officer  concerned  is:  Accounting  and  Finance  Officer,  USAF 


The  Accounting  and  Finance  Officer  will  make  payment  out  of  any  available  balances  of 
funds  heretofore  obligated  on  the  original  contract  (or  purchase)  as  amended  to  date.  The 
Accounting  and  Finance  Officer  will  follow  the  established  practice  of  making  payment  from 
the  various  accounts  on  the  basis  of  items  involved. 

NO  PR  ISSUED 

This  cover  sheet  is  for  administrative  purposes  only  and  not  part  of  the  agreement. 

Strike  out  inapplicable  items 


§  1008.864—7  Explanation  of  items  on 
cover  page  used  for  consolidated  set¬ 
tlement  of  terminations  of  multiple 
contracts. 

(a)  If  a  single  agreement  is  used  for 
the  settlement  of  terminations  of  more 
than  one  contract  of  a  single  contractor, 
a  multiple  page  cover  sheet  will  be  used. 

(b)  The  first  page  of  the  cover  sheet 
is  intended  primarily  to  identify  the  con¬ 
tracts  affected  by  the  consolidated  sup¬ 
plemental  agreement,  listing  the  supple¬ 
ment  numbers  assigned  to  each  of  the 
contracts  and  indicating  the  consoli¬ 
dated  amounts  involved  in  the  settle¬ 
ment.  No  direction  for  payment  will  be 
given  to  the  accounting  and  finance  of¬ 
ficer  on  the  first  page.  Each  of  the  other 
cover  pages  containing  a  fiscal  recapitu¬ 
lation  for  each  of  the  several  contracts 
involved  will  contain  a  direction  to  the 
accounting  and  finance  officer  to  make 
payment  out  of  any  available  balances  of 
funds  theretofore  allotted  to  the  particu¬ 
lar  contract.  Each  of  the  succeeding 
pages  will  be  prepared  as  if  it  were  a 
separate  cover  sheet  for  the  settlement 
of  the  termination  of  each  individual 
contract  involved  and  the  instructions 
and  explanations  given  with  respect  to 
cover  sheets  for  supplemental  agree¬ 
ments  for  final  settlements  of  complete 
and  partial  terminations  of  fixed-price 
contracts  (§  1008.864-2)  are  applicable. 
Multiple-page  cover  sheets  will  be  num¬ 
bered  serially  with  each  page  showing 
the  page  number  and  the  total  number  of 
pages  in  the  multiple  cover  sheet. 


(c)  Since  allocations  between  the  con¬ 
tracts  of  gross  settlement  amount,  dis¬ 
posal  credits,  net  amount  payable  may 
not  be  ascertainable  with  exactitude,  al¬ 
locations  may  be  made  by  estimated  ap¬ 
portionment  to  each  contract  involved 
(see  §  8.209-6  of  this  title) . 

(d)  Cover  page  for  supplemental 
agreement  to  fixed-price  contract  for 
supplies /services /research  and  develop¬ 
ment. 

Supplemental 
Agreement  To  contract 

No.  No.  Docket  No. 


Supplemental  Agreement  to  Fixed  Price 
Contracts  for  Supplies/Services/Research 
and  Development 

(United  States  Air  Force) 
Contractor  : 

Agreement  for:  Consolidated  settlement  of 
termination  of  contracts 

1.  Consolidated  gross  termination 

settlement _  _ 

2.  Consolidated  net  settlement  cost.  _ 

3.  Consolidated  termination  amount 

payable _  _ 

Recapitulation  and  direction  to  paying 
accounting  and  finance  officer  as  to  each, 
contract  are  set  forth  in  succeeding  pages 
of  this  cover  sheet.  This  cover  sheet  is  for 
administrative  purposes  only  and  not  part 
of  the  agreement. 

( Page _ of _ Page  Cover  Sheet ) 


§  1008.864—8  Explanation  of  items  I  * 
cover  sheet  for  final  settlement  °f  * 
partial  or  complete  termination  of 
letter  contract.  1 

(a)  For  explanation  of  items  m 
through  (8)  and  (10)  through  (12)  on 
cover  sheets  for  letter  contracts,  see 
explanations  for  corresponding  items  for 
cover  sheet  for  “Supplemental  Agree- 
ment  for  Final  Cost  Settlement  of  Com! 
plete  or  Partial  Terminations  of  Fixed.  1 
Price  Contract”  (§  1008.864-2) 

3 

Item  (9) :  Total  authorized,  for  obligation 
and  expenditure  ( prior  to  this  agreement 
This  is  the  amount  which  the  letter  contract 
establishes  as  a  legal  bona  fide  obligation 
This  amount  is  usually  set  forth  in  pars' 
graph  4  of  the  letter  contract  and  is  not  to 
be  confused  with  the  estimated  cost  of  the 
articles  set  forth  in  paragraph  1  of  the  letter 
contract  which  is  not  authorized  for  obliga¬ 
tion.  For  the  purposes  of  settlement,  the 
total  amount  authorized  for  expenditures  or 
obligation  shall  be  considered  as  the  total 
amount  obligated  on  the  letter  contract. 

Item  (13):  Excess  funds  released.  This 
item  represents  funds  released  by  letter  as 
provided  in  §  1008.205-51.  Each  release  let¬ 
ter  will  be  listed  showing  the  date  thereof 
and  the  amount  of  funds  released. 

Item  (14):  Reduction  in  total  authorized 
for  obligation  and  expenditure  (credit), 

This  item  is  the  amount  of  obligated  funds 
to  be  released  because  of  the  cancellation 
effected  by  the  termination.  It  is  the  differ¬ 
ence  between  the  “Total  Amount  Authorized 
for  Obligation  and  Expenditure”  immediately 
before  the  agreement  and  the  “Final  Amount 
Authorized  and  Obligated  and/or  Expended." 


(b)  Direction  to  paying  accounting  and 
finance  officer.  Each  cover  sheet  will 
contain  a  direction  to  the  applicable  ac¬ 
counting  and  finance  officer  to  make  pay¬ 
ment  out  of  available  balance  of  funds 
obligated  on  the  original  contract  (pur¬ 
chase  order)  as  amended.  The  cover 
sheet  will  also  direct  the  accounting  and 
finance  officer  to  follow  the  established 
practice  of  making  payment  from  the 
various  accounts  on  the  basis  of  items 
involved. 

(c)  Variations.  If  the  termination  is 
partial  and  it  is  determined  by  the  con-  I 
tracting  officer  that  the  funds  obligated 
on  the  letter  contract  are  insufficient  to 
cover  the  work  on  the  continuing  por¬ 
tion  of  the  contract  when  it  is  formal¬ 
ized,  then  the  following  statement  will 
be  entered  on  the  cover  sheet  of  the 
termination  agreement  in  lieu  of  the 
credit  amount. 

The  funds  obligated  on  Letter  Con¬ 
tract  _ will  be  insufficient  to  cover 

the  work  on  the  continuing  portion  of 
the  contract  when  formalized.  There¬ 
fore,  no  reduction  in  the  funds  obligated 
on  the  Letter  Contract  will  be  made  by 
this  termination  agreement. 


sear  s? 
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(d)  Cover  page  for  amendment  to  letter  contract . 

Amendment  No. _ _ _ 

to  Letter  Contract  No. _ 

Classification  _ 

Docket  No.  _ 

Amendment  to  Letter  Contract 
(United  States  Air  Force) 

Contractor: 

.  . .rment  for:  Settlement  of  partially/completely  terminated  letter  contract 

£S«t  negotiated  by: 

1  Gross  termination  settlement -  - 

Leas:  2.  Disposal  credits _ . _  _ 

3  Net  settlement  cost -  - 

Less:  4-  Advance  payments  outstanding _  _ 

5.  Interest  on  advance  payments  (to  miscellaneous  re¬ 

ceipts)  _  _ 

6.  Partial  payments  outstanding -  - 

7.  Previous  partial  settlements  (contractors  and  subcon¬ 

tractors  )  _  _ 

8  Termination  amount  payable -  - 

9  Total  authorized  for  obligation  and  expenditure  (prior  to  this 

agreement ) -  - 

10.  Payments  to  date -  - 

11.  Termination  amount  payable  (Item  8) _  _ 

12.  Final  amount  authorized  and  obligated  and/or  expended.  _ 

Less:  13.  Excess  funds  released  letter  dated _  _ 

14,  Reduction  in  amount  authorized  for  obligation  and  expenditure 

(credit)  -  - 

The  Accounting  and  Finance  Officer  Concerned  is _ 

The  Accounting  and  Finance  Officer  will  make  payment  out  of  any  available  balances  of 
funds  heretofore  obligated  on  the  letter  contract  as  amended  to  date.  The  Accounting 
and  Finance  Officer  will  follow  the  established  practice  of  making  payment  from  the  various 
accounts  on  the  basis  of  items  involved. 

NO  PR  ISSUED 

This  cover  sheet  is  for  administrative  purposes  only  and  not  part  of  the  agreement. 


Contract  No. _ 

For  Direct  Settlement  with  Subcon¬ 
tractor  Under  Contract  No. _ 

Purchase  Order  No. _ 

Classification  _ 

Docket  No. _ 

Fixed  Price  Contract  for  Supplies 
(United  States  Air  Force) 
Contractor: 

Agreement  for:  Direct  settlement  of  ter¬ 
mination  claim  as  sub¬ 
contractor  under  contract 
No _ 

Settlement  negotiated  by : 

1.  Gross  amount  this  settlement. _  _ 

Less:  2.  Disposal  credits _  _ 

3.  Net  cost  this  settlement _  _ 

Less:  4.  Partial  payments. _  _ 

5.  Amount  payable _  _ 

The  Accounting  and  Finance  Officer  con¬ 
cerned  is:  Accounting  and  Finance  Officer, 
USAF . . . . 


The  Accounting  and  Finance  Officer  will 
make  payment  out  of  any  available  balances 
of  funds  heretofore  allotted  to  the  original 
prime  contract,  viz: 

Contract  No _ _ 

Purchase  order  No. _ ,  as  amended  to 

date. 

Docket  No _ 

NO  PR  ISSUED 

This  cover  sheet  is  for  administrative  pur¬ 
poses  only  and  not  part  of  the  contract. 

§  1008.865  Preparation  of  inventory 
schedules. 

§  1008.865—1  Separate  schedules. 

In  addition  to  the  requirements  of 
§  8.503-2  of  this  title,  separate  inventory 
schedules  wil  be  prepared  for  the  follow¬ 
ing  classes  of  property. 

(a)  Property  in  condition  codes  N-4, 
E-4,  0-4,  R-3,  and  R-4.  This  provision 
as  to  condition  code  does  not  apply  to 
reserved  materials,  precious  and  semi¬ 
precious  metals  and  strategic  and  criti¬ 
cal  materials,  which  are  required  to  be 
listed  on  separate  inventory  schedules 
regardless  of  condition. 

(b)  Government-furnished  property 
for  experimental  aircraft  or  missiles. 

(c)  Classified  inventories:  In  addi¬ 
tion,  the  grade  of  security  classification 
and  the  office  initiating  the  classification 
will  be  furnished. 

(d)  Industrial  reserve  property  when 
released  by  the  holding  activity. 

(e)  Line  items  having  an  original  cost 
of  $300  or  less.  (Not  applicable  to  bailed 
property.) 

(f)  Scrap  and  salvage:  List  as  a  single 
item  with  a  general  description  of  the 
property.  However,  scrap  and  salvage 
will  not  be  listed  together  when  offered 
for  sale. 

(g)  Reserved  materials  (atomic  en¬ 
ergy  materials)  and  precious  and  semi¬ 
precious  metals  regardless  of  quantity, 
size  of  the  line  item  or  condition. 

(h)  Strategic  and  critical  materials  in 
the  minimum  quantities  specified  by  the 
head  of  the  procuring  activity  regardless 
of  condition. 

(i)  Radioactive  materials. 


§  1008.864—9  Explanation  of  items  on 
cover  sheet  when  a  contract  is  written 
for  direct  settlement  by  the  Govern¬ 
ment  with  excluded  subcontractor. 

(a)  The  numbered  items  below  corre¬ 
spond  with  those  numbered  items  on  the 
specimen  cover  sheet  for  the  above  type 
contract  as  found  at  the  end  of  this 
section. 

(1)  Gross  amount  this  settlement. 
This  item  is  the  total  of  amounts  allowed 
for  compensation  to  the  subcontractor 
for  preparation  for  and  work  done  on 
the  terminated  portion  of  his  sub¬ 
contract  which  is  allowable  to  the  termi¬ 
nated  prime  contract,  reasonable  profit 
thereon,  and  post-termination  expenses. 

(2)  Disposal  credits.  This  item  is  the 
sum  of  prices  agreed  upon  for  retention 
and  the  proceeds  of  sale  of  termination 
inventory  retained  or  sold  by  the 
subcontractor. 

(3)  Net  cost  this  settlement.  This 
item  is  the  “Gross  Amount  This  Settle¬ 
ment”  less  “Disposal  Credits”  and  rep¬ 
resents  the  cost  to  the  Government  of 
the  direct  settlement. 

(4)  Partial  payments.  This  item  is 
the  sum  of  outstanding  partial  payments, 
if  any,  made  to  the  subcontractor  after 
termination  as  interim  financing,  and  to 
be  recouped  on  the  settlement.  Since 
such  partial  payments  can  only  be  au¬ 
thorized  by  the  termination  contracting 
officer,  he  should  have  the  information 
thereon  ready  at  hand.  The  amount 
may  be  verified  with  the  paying  account¬ 
ing  and  finance  officer. 


(5)  Amount  payable.  This  item  is  the 
amount  of  money  actually  to  be  paid  to 
the  subcontractor  on  the  execution  of 
the  direct  settlement  agreement. 

(b)  Credit  to  prime  contract.  If  the 
direct  settlement  is  made  after  the  settle¬ 
ment  of  the  prime  contract  and  a  reser¬ 
vation  of  funds  obligated  on  the  prime 
contract  was  therein  made  for  this 
settlement,  additional  items  wiL  be 
added  to  the  cover  sheet  as  follows: 

6.  Funds  reserved  for  this  settlement 

-  (by  Supp.  No.  -  to  contract 

No _ ) . 

Less:  7.  Net  cost  this  settlement _ 

8.  Credit  to  prime  contract  No. _ _ 

(c)  If  the  “Funds  Reserved  for  This 
Settlement”  should  be  insufficient  to 
meet  the  “Net  Cost  This  Settlement,” 
item  (8)  would  read  “Debit  to  Prime 

Contract  No.  _ ”  and  reference 

would  be  made  to  the  original  prime  con¬ 
tract  and  to  the  number  of  the  debit 
Purchase  Request  by  which  such  funds 
were  reserved. 

(d)  Subadvances  to  subcontractors: 
In  the  case  of  subadvances  of  advance 
payments  made  by  the  prime  contractor 
to  the  subcontractor,  care  should  be 
taken  in  making  direct  settlements  of 
termination  claims  that  the  rights  of  the 
Government  and  of  the  prime  contractor 
are  adequately  protected  and  that  the 
subadvance  made  to  the  subcontractor  is 
fully  recouped  prior  to  final  payment. 

(e)  Cover  page  for  fixed-price  contract 
for  supplies: 
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(j)  Ordnance  items  regardless  of 
quantity,  size  of  the  line  item  or  con¬ 
dition. 

(k)  The  following  types  of  property 
regardless  of  quantity  or  cost:  Type¬ 
writers,  office  furniture,  office  machines, 
office  equipment  or  supplies,  motor  ve¬ 
hicles  and  automotive  equipment,  print¬ 
ing  and  binding  equipment,  construction 
equipment  except  hand  tools,  Federal 
supply  service  stock  catalog  items,  in¬ 
tangible  personal  property  (patents, 
drawings) . 

(l)  Total  inventories  of  serviceable 
and  usable  property  having  an  original 
cost  of  $2,500  or  less  may  be  listed  on  a 
single  inventory  schedule  provided  that 
screening  action  is  not  contemplated. 
(Inapplicable  to  bailed  property.) 

§  1008.865—2  Inventory  descriptions. 

(a)  Schedule  A,  DD  Form  542.  (1) 

Metals  in  mill  product  form  will  be  de¬ 
scribed  by  commercial  nomenclature  and 
when  in  existence  the  Government  speci¬ 
fication. 

(2)  Metal  extrusions  will  be  described 
by  manufacturer’s  name,  die  number. 
Government  specification  and  condition 
(i.e.,  T,  S,SO,  etc.). 

(b)  Schedule  B,  DD  Form  543.  (1) 

All  fabricated  assemblies  or  components 
manufactured  by  the  prime  contractor 
or  authorized  subcontractors  under  ap¬ 
proved  drawing  numbers  of  the  design 
contractor  will  be  listed  in  the  same 
order  as  the  items  appear  on  the  manu¬ 
facturing  parts  breakdown  list  for  the 
end  items  being  produced  (e.g.,  list  all 
parts  together  for  wing  assembly) . 

(2)  Items  purchased  by  a  prime  or 
subcontractor  will  include  the  manufac¬ 
turer’s  name  and  part  number,  com¬ 
plete  item  description  and  if  available, 
the  Federal  Stock  Number. 

(3)  AF,  AN,  NAF,  NAS,  and  JAN 
standard  type  items  will  be  listed  in 
sequence  by  complete  descriptive  nomen¬ 
clature  and  standard  number.  If  Fed¬ 
eral  class  code  or  FSC  number  was 
furnished  the  contractor  during  the  pro¬ 
visioning  conference  or  at  any  other 
time,  this  information  will  also  be  listed. 
For  a  complete  description  of  the  Fed¬ 
eral  Cataloging  Program  see  “Stock  List 
and  Related  Publication  System”  USAF 
S-l. 

(4)  Shelf  items,  i.e.,  items  designed 
and  manufactured  for  general  public 
use,  will  be  listed  by  major  noun,  com¬ 
mon  commercial  description  and  appli¬ 
cation. 

(5)  Government-furnished  property 
will  include  complete  item  description, 
manufacturer’s  name  and  part  number, 
and  if  available,  the  Federal  Stock  Num¬ 
ber.  This  information  is  usually  found 
on  the  shipping  document  delivering  the 
GFP  to  the  contractor,  on  the  nameplate, 
or  the  marking  data  on  the  shipping 
container. 

(6)  Whenever  MIL-D-26715  (USAF) 
“Descriptive  Identification  Data  to  be 
Furnished  by  Government  Suppliers”  is 
incorporated  into  an  Air  Force  Contract, 
the  contractor  will  list  excess  property 
by  Federal  Stock  Numbers  assigned  as 
a  result  of  prescreening.  Items  which 
were  processed  under  this  military  speci¬ 


fication  and  not  stocklisted  should  be  an¬ 
notated  accordingly. 

(7)  Industrial  Production  Equipment 
released  from  the  industrial  reserve  for 
plant  clearance  action  will  be  fully  de¬ 
scribed  by  including  the  following  in¬ 
formation. 

(i)  Standard  commercial  description. 

(ii)  Name  of  Manufacturer. 

(iii)  Model  number. 

(iv)  Year  of  manufacture. 

(v)  Electrical  characteristics — Input 
power  and  horsepower  rating  (for  main 
driving  motor  only). 

(vi)  Condition — Appropriate  condi¬ 
tion  code  description,  based  on  actual 
physical  condition,  rather  than  age,  ob¬ 
solescence  or  other  factors. 

(vii)  Missing,  broken  or  damaged 
parts — Indicate  missing,  broken  or  dam¬ 
aged  parts.  All  machines  coded  in  “R” 
condition  will,  as  far  as  possible,  reflect 
estimated  cost  of  repair  by  commercial 
rebuilders. 

(viii)  Acquisition  cost — actual  acqui¬ 
sition  cost  of  basic  machine  with  stand¬ 
ard  equipment,  not  to  include  cost  of 
special  tooling,  transportation,  or  instal¬ 
lation.  If  the  actual  acquisition  cost  is 
not  known,  a  realistic  cost  should  be 
estimated  and  so  indicated. 

(ix)  Remarks — special  features  and 
other  characteristics. 

(x)  Federal  Supply  Class. 

(8)  Ordnance  items  will  be  listed  by 
part,  model,  and/or  type  number,  where 
the  items  were  obtained,  metal  composi¬ 
tion,  method  of  packing,  number  of 
boxes,  approximate  weight,  cubage  and 
applicable  weapon  will  also  be  given. 

(c)  Schedule  C,  DD  Form  544.  The 
description  of  work-in-process  will  in¬ 
clude  weight,  percentage  of  completion, 
and  cost.  Metals  in  mill  end  forms 
should  be  described  by  the  range  of  sizes. 

(d)  Schedule  D,  DD  Form  545.  Spe¬ 
cial  tooling  will  be  identified  by  the  parts 
it  produces  unless  the  special  tooling  con¬ 
stitutes  a  part  of  a  Termination  Claim, 
in  which  event  a  description  of  the  tool¬ 
ing  will  also  be  furnished.  If  no  AF 
number  is  assigned  to  the  part  produced 
by  the  tooling,  the  contractor’s  drawing 
number  or  other  identification  will  be 
used. 

(e)  Condition.  In  classifying  property 
as  to  condition  the  following  definitions 
will  be  used: 

Condition 

code  Definition 

N-l  New  or  unused  property  in  excellent 
condition.  Ready  for  use  and 
identical  to  or  interchangeable 
with  new  items  delivered  by  a 
manufacturer  or  normal  source  of 
supply. 

N-2  New  or  unused  property  in  good  con¬ 
dition.  Does  not  quite  qualify  for 
N-l  (because  slightly  shopworn, 
soiled,  or  similar),  but  condition 
does  not  impair  utility. 

N-3  New  or  unused  property  in  fair  con¬ 
dition.  Soiled,  shopworn,  rusted, 
deteriorated,  or  damaged,  and  its 
utility  is  slightly  impaired. 

N-4  New  or  unused  property  badly 
broken,  soiled,  rusted,  mildewed, 
deteriorated,  or  damaged,  and  its 
utility  is  seriously  impaired. 

E-l  Used  property  but  repaired  or  reno¬ 
vated  and  in  excellent  condition. 


i 

i 


uonaitton 
code 
E— 2 


E-3 


E-4 


0-1 


Definition 

Used  property  which  has  been 
paired  or  renovated,  and  while 
in  good  usable  condition  has  ^ 
come  worn  from  further’  use  a™ 
cannot  qualify  for  excellent  com. 
tion. 

Used  property  which  has  been 
paired  or  renovated  but  has  detT 
riorated  since  reconditioning  and  t 
only  in  fair  condition.  Further  re 
pairs  or  renovation  required  or  ex 
pected  to  be  needed  in  near  future 

Used  property  which  has  been  re 
paired  or  renovated  and  is  in  poo. 
condition  from  serious  deteriora. 
tion  such  as  from  major  wear  and 
tear,  corrosion,  exposure  to 
weather,  or  mildew. 

Property  which  has  been  slightly  or 
moderately  used,  no  repairs  re 
quired  and  still  in  excellent  condll 
tion. 


0-2  Used  property,  more  worn  than  0-i 
but  still  in  good  condition  with 
considerable  use  left  before  any 
important  repairs  would  be  re¬ 
quired. 

0-3  Used  property  which  is  still  in  fair 
condition  and  usable  without  re¬ 
pairs;  however,  somewhat  deteri- 
orated,  with  some  parts  (or  por¬ 
tion)  worn  and  should  be  replaced. 

0-4  Used  property  which  is  still  usable 
without  repairs  but  in  poor  condi- 
tion  and  undependable  or  un¬ 
economical  in  use. 

R-l  Used  property  still  in  excellent  con¬ 
dition,  but  minor  repairs  required 
(repairs  would  cost  not  more  than 
10  percent  of  acquisition  co6t), 

R-2  Used  property  in  good  condition  but 
considerable  repairs  required.  Es¬ 
timated  cost  of  repairs  would  be 
from  11  to  25  percent  of  acquisi- 
tion  cost. 

R-3  Used  property  in  fair  condition  but 
extensive  repairs  required.  Esti- 
mated  repair  cost  would  be  from 
26  to  40  percent  of  acquisition 
cost. 

R-4  Used  property  in  poor  condition  and 
requiring  major  repairs.  Badly 
worn,  and  would  still  be  in  doubt¬ 
ful  condition  of  dependability  and 
uneconomical  in  use  if  repaired. 
Estimated  repair  costs  between  41 
and  65  percent  of  acquisition  cost. 

X  Salvage.  Personal  property  that  has 
some  value  in  excess  of  its  basic 
material  content  but  which  is  in 
such  condition  that  it  has  no 
reasonable  prospect  of  use  for  any 
purpose  as  a  unit  (either  by  the 
holding  or  any  other  Federal 
agency)  and  its  repair  or  rehabili¬ 
tation  for  use  as  a  unit  (either  by 
the  holding  or  any  other  Federal 
agency)  is  clearly  impracticable. 
Repairs  or  rehabilitation  estimated 
to  cost  in  excess  of  65  percent  of 
acquisition  cost  would  be  consid¬ 
ered  “Clearly  impracticable”  for 
purpose  of  this  definition. 


1 


(f)  General  inf  or  motion.  The  follow¬ 
ing  will  be  listed. 

(1)  Type  of  contract;  i.e.,  supply, 
research  and  development,  facilities, 
modification,  etc. 

(2)  Termination  docket  number  if  ap¬ 
plicable. 

(3)  Contract  change  number  if  ap¬ 
plicable. 

(g)  Reproduction  of  forms.  Sub¬ 
stantially  similar  forms  may  be  used  if 
approved  by  the  contracting  officer.  If 
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.  {ormat  of  the  form  is  altered,  the 
nn  Form  number  will  not  be  used. 

(h)  Disposition  of  records.  One  (1) 
of  each  inventory  schedule  will  be 

tained  by  the  plant  clearance  officer 
re  a  record  copy  and  filed  as  a  supporting 
itocument  with  the  specific  terminated 
Contract.  All  other  copies  will  be  de¬ 
stroyed  after  three  (3)  years. 

§1008.866  Direct  sales  forms. 

All  direct  sales  of  property  (Reference 
,  1008.507-2  (e))  will  be  evidenced  by 
written  contracts  through  the  use  of 
Standard  Forms  114,  114A,  114B,  114C, 
and  AF  Form  330  will  be  prepared  and 
executed  in  the  following  manner: 

(а)  Standard  Form  114  will  be  pre¬ 
pared  as  follows: 

(1)  Invitation  for  bids  will  be  issued 
by  the  authorized  plant  clearance  officer 
charged  with  the  sale  of  the  contractor 
inventory  involved,  and  awards  will  be 
made,  except  that  contracts  will  be 
signed  only  by  a  contracting  officer.  The 
name  and  address  of  the  activity  issuing 
the  invitation  will  be  shown  on  the  in¬ 
vitation  in  the  space  provided  for  such 
entry.  Likewise,  the  name  and  title  of 
the  authorized  plant  clearance  officer 
concerned  will  be  indicated  in  the  same 
space,  for  informational  purposes. 

(2)  Each  invitation  will  be  numbered 
in  the  space  provided  therefore  by  a 
number  composed  of:  (i)  The  station 
code  of  the  activity,  followed  by  a 
dash,  (ii)  a  lower  case  letter  “s”,  fol¬ 
lowed  by  a  dash,  (iii)  the  last  two 
digits  of  the  fiscal  year  in  which 
the  Invitation  is  issued,  followed  by 
a  dash,  and  (iv)  the  serial  number  of 
the  invitation  being  issued.  Only  one 
series  of  numbers  will  be  used  by  any  one 
activity  for  each  fiscal  year.  The  serial 
number  for  each  fiscal  year  will  com¬ 
mence  with  the  number  “1.”  Other 
letters  or  numbers  will  not  be  prefixed 
or  suffixed  to  this  number. 

(3)  The  date  of  the  invitation  will  be 
the  date  the  invitation  is  deposited  in 
the  post  office  for  delivery  to  the  pros¬ 
pective  bidder  or  otherwise  released  to 
the  bidder  and  will  not  be  construed  to 
be  the  date  the  stencil  or  other  re¬ 
producible  medium  is  prepared.  To  the 
extent  practicable,  invitations  should  be 
dated  and  mailed  as  of  the  last  working 
day  of  the  week  to  take  full  advantage 
of  mail  transmission  during  non-sched- 
uled  working  days  and  to  allow  the 
bidder  the  full  inspection  period  prior 
to  the  scheduled  opening  date. 

(4)  The  total  number  of  pages  will  be 
shown  on  the  invitation  in  the  space 
provided,  and  each  page  will  be  con¬ 
secutively  numbered  beginning  with  the 
number  “1.” 

(5)  Sealed  bids,  in  original  only,  will 
be  required  from  each  prospective 
bidder. 

(б)  The  place,  time,  and  date  for  re¬ 
ceiving  bids  will  be  fully  identified  for 
prospective  bidders.  The  office  con¬ 
cerned,  room  and  building  number,  and 
location  will  be  shown,  if  applicable. 
The  time  set  for  receiving  bids  will  be 
shown  as  standard  time.  Military  tim¬ 
ing  by  the  24-hour  clock  will  not  be  used. 
Under  no  circumstances  will  the  date  set 
for  receipt  of  bids  be  less  than  15  days 


from  the  date  of  issuance  of  the  invita¬ 
tion,  unless  prior  approval  for  a  shorter 
time  has  been  obtained  from  the  CMR 
commander  or  his  authorized  represent¬ 
ative. 

(7)  The  number  of  continuation 
sheets  will  be  shown  on  the  invitation. 

(8)  The  place,  time,  and  date  that 
the  bids  will  be  publicly  opened  will  be 
shown  in  the  appropriate  space.  The 
time  for  final  receipt  of  bids  and  the 
time  for  bid  opening  should  be  the  same. 

(9)  Items  of  property  offered  for  sale 
will  be  consecutively  numbered. 

(10)  Extreme  care  will  be  taken  in 
describing  property  listed  for  sale  on 
invitations  for  bids.  (Claims  have 
arisen  in  many  instances  because  of 
erroneous  descriptions  of  property.) 
Invitations  will  describe  in  detail  the 
property  offered  for  sale,  to  gain  active 
competition  from  bidders.  Where  term 
of  delivery  of  an  item  offered  for  sale  is 
other  than  “where  is”  delivery,  the 
method  of  delivery  “f.o.b.  conveyance, 
etc.,”  will  be  shown  immediately  follow¬ 
ing  the  description  of  the  item  offered. 

(11)  Definite  quantities  will  be  offered 
where  the  quantity  is  known  or  can  be 
readily  ascertained.  Invitations  for  bids 
for  the  sale  of  an  indefinite  quantity  will 
not  be  issued  for  a  period  exceeding  3 
months  without  approval  of  MCPKP. 

*  (12)  Property  which  in  the  opinion  of 

the  plant  clearance  officer  has  some 
value  in  excess  of  its  basic  material  con¬ 
tent  or  has  retained  its  identity  as  an 
item  possessing  commercial  utility  in  its 
present  form  will  be  offered  for  sale  as 
an  item.  Property  which  has  no  reason¬ 
able  prospect  for  sale  except  for  its  basic 
material  content  will  be  sold  by  the  unit 
of  pounds,  net  tons,  gross  tons,  etc., 
whichever  is  common  trade  practice. 

(13)  The  hours,  date,  locations,  and 
name  of  individual,  if  applicable,  where 
the  property  may  be  inspected  will  be 
shown  in  the  appropriate  space  pro¬ 
vided. 

(14)  A  bid  deposit  or  Standard  Form 
24  “Bid  Bond”  equal  to  at  least  20  per¬ 
cent  of  the  total  sum  of  the  bid  will  be 
required  and  the  requirement  therefor 
will  be  shown  on  the  invitation.  Credit 
will  not  be  extended  either  with  regard 
to  deposits  or  payment  by  the  successful 
bidder  of  the  balance  of  the  purchase 
price. 

(15)  The  number  of  working  days, 
usually  10,  within  which  the  successful 
bidder  must  remove  the  property  will  be 
shown. 

(b)  The  following  additions  to  General 
Sale  Terms  and  Conditions,  as  prescribed 
on  Standard  Form  114c,  will  be  made  a 
part,  by  attachment,  of  any  invitation 
for  bid  which  offers  for  sale  definite 
quantities  of  property  on  a  unit-price 
basis.  Such  additions  will  be  appropri¬ 
ately  numbered  as  indicated  below. 

No.  17.  Deposits  or  bonds  to  accompany 
bids.  Bids  must  be  accompanied  by  bid 
deposits  of  cashier’s  check,  certified  check  or 
postal  money  order  made  payable  to  the 
Treasurer  of  the  United  States,  bonds  or 
notes  of  the  United  States  (at  par  value)  de¬ 
posited  in  accordance  with  Treasury  Depart¬ 
ment  Regulations  or  by  a  bid  bond  on  the 
standard  Government  form  (U.S.  Standard 
Form  24)  in  an  amount  equal  to  at  least  20 
percent  of  the  total  sum  of  the  bid.  Bids  re¬ 
ceived  not  accompanied  by  the  required  bid 


deposit  or  bid  bond  may  not  be  considered. 

If  the  bidder  does  not  receive  an  award,  or  if  a 
bid  deposit  exceeds  the  total  sum  bid  on  the 
items  accepted  by  the  Government,  such  bid 
deposit  or  excess  thereof  will  be  promptly 
returned  to  the  bidder  or  purchaser.  In  other 
cases,  the  bid  deposit  will  be  retained  as  a 
guaranty  for  faithful  performance  of  the 
contract:  Provided,  however.  That  if  a  bid 
bond  is  submitted,  it  must  be  replaced  im¬ 
mediately  upon  the  acceptance  of  the  bid 
by  a  performance  bond  on  the  Standard  Gov¬ 
ernment  form  (U.S.  Standard  Form  25)  in 
an  amount  equal  to  at  least  20  percent  of 
the  total  sum  of  the  items  awarded  or  the 
bidder  may  deposit  cashier’s  check,  certified 
check,  or  postal  money  order  made  payable 
to  the  Treasurer  of  the  United  States  or 
bonds  or  notes  of  the  United  States  (at  par 
value)  deposited  in  accordance  with  Treas¬ 
ury  Department  Regulations  but  such  per¬ 
formance  bonds  or  deposit  shall  not  in  any 
event  exceed  100  percent  of  the  award:  And 
provided  further.  That  if  the  deposit  con¬ 
sists  of  cashier’s  check,  certified  check, 
postal  money  order,  or  United  States  bonds 
or  notes  and  the  contract  by  its  terms  can¬ 
not  be  performed  in  less  than  30  days,  the 
purchaser  shall  have  the  option  of  substi¬ 
tuting  a  performance  bond  on  U.S.  Standard 
Form  25  in  an  amount  equal  to  20  percent 
of  the  total  sum  of  the  items  awarded. 

No.  18.  Cash  payment.  Notwithstanding 
the  provisions  of  the  clause  entitled  “Pay¬ 
ment,”  payment  in  cash  will  not  be  accepted 
under  this  contract. 

No.  19.  Damage  to  property  of  a  Govern - 
ment  contractor.  The  purchaser  shall  re¬ 
imburse  the  Government  for  any  damage  to 
the  property  of  a  Government  contractor  or 
subcontractor  caused  by  the  removal  opera¬ 
tions  of  the  purchaser. 

No.  20.  Liability  for  damage.  The  Govern¬ 
ment  accepts  no  liability  for  damages  to  the 
purchaser’s  equipment,  to  its  employees  or 
to  anything  or  person  whatsoever. 

No.  21.  Nondiscrimination  in  employment. 
Insert  the  clause  set  forth  in  §  12.802  of  this 
title,  substituting  the  word  “purchaser”  for 
“contractor"  wherever  found  in  this  clause. 

No.  22.  Warranty  against  multiplicity  of 
bids.  If  an  individual  or  partner,  the  bidder 
warrants  that  he  has  no  property  interest 
in  any  other  bidder,  who,  to  his  knowledge, 
has  submitted  a  bid  in  response  to  the  same 
item  number  (s)  in  this  invitation  as  bid 
herein;  if  a  corporation,  the  bidder  warrants 
that  it  is  not  affiliated  by  stock  ownership  or 
community  or  financial  interest  with  any 
other  corporation  which,  to  the  knowledge 
of  the  corporate  signatory,  has  submitted  a 
bid  in  response  to  the  same  item  number  or 
numbers  of  the  invitation  as  bid  herein.  If 
it  should  be  determined  that  the  bidder  has 
such  an  interest,  then  his  bid,  together  with 
such  other  bid  or  bids,  may  be  rejected. 

No.  23.  Scrap  warranty.  With  respect  to 
all  scrap  covered  by  this  contract  the  Pur¬ 
chaser  upon  request,  will  execute  a  scrap  war¬ 
rant  to  the  Government,  as  provided  in 
§  8.504-2  of  this  title  and  I  1008.504-2. 

No.  24.  Interest  warranty.  The  Purchaser 
warrants  that  he  is  not  an  officer  or  en¬ 
listed  member  of  the  Armed  Forces  of  the 
United  States,  or  a  member  of  the  imme¬ 
diate  household  of  such  officer  or  enlisted 
member,  and  further  that  he  is  not  an  offi¬ 
cer  or  employee  of  the  United  States,  nor  an 
agent  for  any  of  the  above  mentioned  per¬ 
sons. 

(c)  When  property  is  sold  on  an  in¬ 
definite  quantity  unit-price  basis.  Gen¬ 
eral  Sale  Terms  and  Conditions  18,  as 
indicated  in  paragraph  (b)  of  this  sec¬ 
tion  and  19  will  read  as  follows: 

No.  18.  Contract  period,  termination,  and 
payment. 

(i)  Contract  period.  This  contract  will 
extend  from _ or  from  date  of  Gov- 
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ernment’s  acceptance,  If  subsequent  thereto, 

through  _ _  both  dates  inclusive, 

unless  sooner  terminated  under  the  provi¬ 
sions  of  this  contract. 

(ii)  Termination.  This  contract  shall  re¬ 
main  effective  until  date  of  expiration  pro¬ 
vided  that  it  may  be  earlier  terminated  at 
the  convenience  of  the  Government  upon  10 
days’  notice  in  writing  given  by  the  Con¬ 
tracting  Officer  to  the  Purchaser. 

(iii)  Payment.  Notwithstanding  the  pro¬ 
visions  of  the  clause  entitled  “Payment,” 
payment  in  cash  will  not  be  accepted  under 
this  contract.  The  Contracting  Officer  or 
Plant  Clearance  Officer  will  issue  invoices  to 
the  Purchaser  as  deemed  advisable  to  the 
best  Interest  of  the  Government  and  the 
Purchaser  will  submit  payment  as  invoiced 
within  five  days  from  date  of  receipt  of 
such  invoice. 

No.  19.  Adjustment  and  variation  in 
quantity.  The  quantities  of  the  various 
items  listed  are  based  upon  the  best  in¬ 
formation  available  and  in  each  case  repre¬ 
sent  the  estimated  and  not  the  actual 
amounts  which  will  be  available  for  deliv¬ 
ery  during  the  period  stated  herein.  Any 
variation  between  the  quantity  or  weight  for 
such  item  tendered  and  delivered  to  the 
Purchaser  will  be  adjusted  on  the  basis  of 
the  unit  price  quoted  for  such  items  but  no 
adjustment  for  such  variation  will  be  made 
where  an  award  is  made  on  a  “price  for  the 
lot”  basis. 

(d)  Instructions  to  bidders.  Instruc¬ 
tions  to  bidders,  in  addition  to  those  set 
forth  in  Standard  Form  114c,  may  be 
used  as  required  to  afford  responsive  bid¬ 
ding  by  all  prospective  bidders. 

(e)  Special  provisions.  As  many 
special  provisions  will  be  incorporated 
in  the  invitation  as  are  required  to  effect 
sale  of  the  property  offered.  Special 
provisions  used  in  the  invitation  will  in 
no  way  alter  or  conflict  with  the  General 
Sale  Terms  and  Conditions  as  set  forth. 
Only  those  special  provisions  applicable 
to  the  type  of  property  being  offered  will 
be  incorporated  in  the  invitation. 

(f)  General.  All  invitations  will  be 
circulated  to  a  sufficient  number  of  pro¬ 
spective  bidders  to  insure  wide  competi¬ 
tion.  The  plant  clearance  officer  will 
maintain  a  list  of  prospective  bidders  for 
this  purpose.  Whenever  practicable,  the 
manufacturer  will  be  invited  to  bid  on 
articles  bearing  his  identification.  In 
addition  to  solicitation  as  prescribed  in 
§  8.507-2  of  this  title,  in  appropriate  cases 
copies  of  invitations  will  be  posted  in 
post  offices  of  nearby  cities  and  towns 
and  may,  if  the  original  acquisition  cost 
of  serviceable  material  is  under  $25,000, 
be  made  available  to  newspapers  for  in¬ 
formation  purposes.  Where  this  cost  is 
exceeded,  §  8.507-2 (b)  of  this  title  re¬ 
quires  that  the  sale  be  advertised  in  a 
newspaper  of  general  circulation. 

(g)  Changes.  Prior  to  opening  of  bids, 
changes  required  in  any  invitation  will 
be  made  by  means  of  an  addendum  or 
other  form  prescribed  by  the  CMR  com¬ 
mander.  Changes  will  bear  the  same 
indentification  as  the  invitation  that  is 
being  modified  and  will  be  numbered 
consecutively  beginning  with  the  number 
“1.”  If  the  invitation  is  modified  by  an 
addendum,  the  date  set  for  the  receipt 
of  the  bids  will  be  extended  to  allow  a 
reasonable  length  of  time  from  the  date 
of  the  addendum  for  the  bidders  to  reply. 


§  1008.867  Service  education  activities. 
See  §  1008.508(d). 


Activity 


National  headquarters 


Civil  Air  Patrol,  Inc 


Boys'  Clubs  of  America.  .. 


Boy  Scouts  of  America  and 
their  afliliated  organi¬ 
zations  including  Air  Ex¬ 
plorers  Division  and  Sea 


Commander,  Civil  Air 
Patrol,  United  States 
Air  Force,  Washington 
25,  D.C. 

National  Headquarters, 
Boys’  Clubs  of  America, 
381  Fourth  Avenue,  New 
York  16,  N.Y. 

National  Headquarters, 
Boy  Scouts  of  America, 
Ne\y  Brunswick,  N.J. 


Scouts. 

Girl  Scouts  of  the  U.S.A... 


Camp  Fire  Girls,  Ine  _ 


Admiral  Farragut  Acad¬ 
emy,  Pino  Beach,  N.J. 

Admiral  Farragut  Acad¬ 
emy,  St .  Petersburg,  Fla. 

Allen  Military  Academy, 
Bryan,  Tex. 

Army  and  Navy  Acad¬ 
emy,  Carlsbad,  Calif. 

Augusta  Military  Acad¬ 
emy,  Fort  Defiance,  Va. 

Bolles  School,  Jackson¬ 
ville,  Fla. 

Bordentown  Military  In¬ 
stitute,  Bordentown, 
N.J. 


National  Headquarters, 
Girl  Scouts  of  the  U.S.A., 
1.55  East  44th  Street,  New 
York  17,  N.Y. 

Camp  Fire  Girls,  Inc.,  16 
East  48th  Street,  New 
York  17,  N.Y. 

Admiral  Farragut  Acad¬ 
emy,  Pine  Beach,  N.J. 

Admiral  Farragut  Acad¬ 
emy,  St.  Petersburg,  Fla. 

Allen  Military  Academy, 
Bryan,  Tex. 

Army  and  Navy  Academy, 
Carlsbad,  Calif. 

Augusta  Military  Acad¬ 
emy,  Fort  Defiance,  Va. 

Bolles  School,  Jackson¬ 
ville,  Fla. 

Bordentown  Military  In¬ 
stitute,  Bordentown, 
N.J. 


Brown  Military  Academy, 
San  Diego,  Calif. 

California  Maritime  Acad¬ 
emy,  Vallejo,  Calif. 

Castle  Heights  M  ilitary 
Academy,  Lebanon, 
Tenn. 

Columbia  Military  Acad¬ 
emy,  Columbia,  Tenn. 

Culver  Military  Academy, 
Culver,  Ind. 

F ishburne  M  ilitary  School, 
Waynesboro,  Va. 

Fork  Union  Military  Acad¬ 
emy,  Fork  Union,  Va. 

Georgia  Military  Acad¬ 
emy,  College  Park,  Ga. 

Georgia  Military  College, 
Milledgeville,  Ga. 

Gordon  Military  College, 
Barnesville,  Ga. 

Greenbrier  Military 


V  it. 

Howe  Military  School. 
Howe,  Ind. 

Kamchameha  School  for 
Boys,  Honolulu,  Hawaii. 

Kemper  Military  School, 
Boonville,  Mo. 

Kentucky  Military  Insti¬ 
tute.  Lyndon,  Ky. 

LaSalle  M  ilitary  Acade¬ 
my,  Oakdale,  Long  Is¬ 
land,  N.Y. 

Maine  Maritime  Acade¬ 
my,  Castine,  Maine. 

Marion  Institute.  Marion, 
Ala. 

Marmion  Military  Acade¬ 
my,  Aurora,  Ill. 

Massachusetts  Maritime 
Academy,  State  Pier, 
Buzzard’s  Bay,  Mass. 

Massanutten  Military 
Academy,  Woodstock, 
Va. 

Missouri  Military  Acade¬ 
my,  Mexico,  Mo. 

New  Mexico  Military  In¬ 
stitute,  Roswell,  N. 
Mex. 


Brown  Military  Academy, 
San  Diego,  Calif. 

California  Maritime  Acad¬ 
emy,  Vallejo,  Calif. 

Castle  Heights  Military 
Academy,  Lebanon, 
Tenn. 

Columbia  Military  Acad¬ 
emy,  Columbia,  Tenn. 

Culver  Military  Academy: 
Culver,  Ind. 

Fislibume  Military  School, 
Waynesboro,  Va. 

Fork  Union  Military  Acad¬ 
emy,  Fork  Union,  Va. 

Georgia  Military  Acad¬ 
emy,  College  Park,  Ga. 

Georgia  Military  College, 
Milledgeville,  Ga. 

Gordon  Military  College, 
Barnesville,  Ga. 

Greenbrier  Military 
School,  Lewisburg,  W. 
Va. 

Howe,  Ind. 

Kamchameha  School  for 
Boys,  Honolulu,  Hawaii. 

Kemper  Military  School, 
Boonville,  Mo. 

Kentucky  Military  Insti¬ 
tute,  Lyndon,  Ky. 

LaSalle  Military  Acade¬ 
my,  Oakdale,  Long  Is¬ 
land,  N.Y. 

Maine  Maritime  Acade¬ 
my,  Castine,  Maine. 

Marion  Institute,  Marion, 
Ala. 

Marmion  Military  Acade¬ 
my,  Aurora,  111. 

Massachusetts  Maritime 
Academy,  State  Pier, 
Buzzard’s  Bay,  Mass. 

Massanutten  Military 
Academy,  Woodstock, 
Va. 

Missouri  Military  Acade¬ 
my,  Mexico,  Mo. 

New  Mexico  Military  In¬ 
stitute,  Roswell,  N. 
Mex. 


New  York  Military  Acad¬ 
emy,  Cornwall-on-IIud- 
son.  N.Y. 

New  York  State  Maritime 
Academy,  Fort  Schuy¬ 
ler,  Bronx,  N.Y.,  N.Y. 

N  orth  western  M  ilitary 

and  Naval  Academy, 
Walworth,  Wis. 

Oak  Ridge  Military  Insti¬ 
tute,  Oak  Ridge,  N.C. 

Oklahoma  Military  Acad¬ 
emy,  Claremore,  Okla. 

Porter  Military  Academy, 
Charleston,  S.C. 

Riverside  Military  Acad¬ 
emy,  Gainesville,  Ga. 


New  York  Military  Acad¬ 
emy,  Cornwall-on-IIud- 
son,  N.Y. 

New  York  State  Maritime 
Academy,  Fort  Schuy¬ 
ler,  Bronx,  N.Y.,  N.Y. 

Northwestern  Military 
and  Naval  Academy, 
Walworth,  Wis. 

Oak  Ridge  Military  Insti¬ 
tute,  Oak  Ridge,  N.C. 

Oklahoma  Military  Acad¬ 
emy,  Claremore,  Okla. 

Porter  Military  Academy, 
Charleston,  S.C. 

Riverside  Military  Acad¬ 
emy,  Gainesville,  Ga. 


Activity 


National  headquarters 


Sewanee  Military  Acad¬ 
emy,  Sewanee,  Tenn. 

Shattuck  School,  Fari¬ 
bault,  Minn. 

St.  John’s  Military  Acad¬ 
emy,  DeJafleld,  Wis. 

St.  Joseph’s  College  and 
Military  Academy, 
Hays,  Kans. 

St.  Thomas  Military  Acad¬ 
emy,  St.  Paul,  Minn. 

Tabor  Academy,  Marion, 
Mass. 

Tennessee  Military  Insti¬ 
tute,  Sweetwater,  Tenn. 

Texas  Military  Institute, 
San  Antonio,  Tex. 

The  Manlius  School,  Man¬ 
lius,  N.Y. 

Valley  Forge  Military 
Academy,  Wayne,  Pa. 

Wentworth  Military 
Academy,  Lexington, 
Mo. 

Western  Military  Acad¬ 
emy,  Alton,  Ill. 


bault,  M  inn.  *’  ** 
St.  John’s  Military  *<*d 
emy,  Delafleld,  Wis 
St.  Joseph’s  Colleec 
Military  J 

Hays,  Kans.  y' 

St.  Thomas  Military  Acad 
T™i’’  ?t.  Paul,  Minn 

Mass  my’  Mari«". 
Tennessee  Military  lmti 
tute,  Sweetwater  S' 
Texas  Military  i^' 
San  Antonio,  Tex 
The  Manlius  School,  Man 
lius,  N.Y. 

Valley  Forge  Military 
Academy,  Wayne  P» 
Wentworth  Military  Acad 
emy,  Lexington,  Mo. 

Western  Military  tr*,i 
emy,  Alton,  Ill.  ‘ 


§  1008.758(a)  l  Amendment] 

12.  The  introductory  paragraph  and 
paragraph  (a)  of  §  1008.758  is  redesig¬ 
nated  §  1008.868  and  is  amended  as 
follows : 

§  1008.868  Storage  agreement. 

*  *  *  *  * 

Location  of  property: 

Payments  to  be  made  by  Air  Force  Ac¬ 
counting  and  Finance  Officer,  at  . . 

***** 

1  This  contract  has  been  negotiated  pur¬ 
suant  to  the  provisions  of  Section  2304 
(a)  (10)  of  Title  10  U.S.C.  Any  required 
determinations  and  findings  have  been  made. 

***** 

Note:  See  corporate  secretary’s  certificate 
in  §  1008.712-50  (the  word  “Contract”  should 
be  inserted  in  lieu  of  “Supplemental  Settle¬ 
ment  Agreement”).  See  also  §  1053.407, 

§  1008.758  [Amendment] 

13.  Section  1008.758(b)  is  redesig¬ 
nated  §  1008.868-1  and  is  amended  as 
follows: 

§  1008.868—1  No-cost  storage. 

The  following  changes  will  be  made  to 
the  Storage  Agreement  Form  provided  in 
§  1008.868(a)  to  facilitate  its  use  in  the 
execution  of  a  No-Cost  Storage  Agree¬ 
ment. 

***** 

(16)  Clause  37  | Deletion] 

Add:  (16)  Clause  38.  Approval  of  con¬ 
tract — Delete  in  its  entirety. 

(17)  Optional  clause.  To  be  included  as  a 
clause  within  the  storage  contract  whenever 
conditions  outlined  in  §  1008.51 1— 50(d) 
exist. 

***** 

(18)  All  other  clauses  will  be  as  set  forth 
in  §  1008.868. 

14.  Add  §§  1008.869  to  1008.869-4,  and 
§  1008.871,  as  follows: 

§  1008.869  Preparation  of  plant  clear¬ 
ance  memorandum. 


(Reference:  §  1008.512.) 

§  1008.869—1  General. 

Each  request  for  property  disposal  re¬ 
view  board  action  (Reference: 
§  1008.512-2)  will  be  supported  by  a 


FEDERAL  REGISTER 


4691  - 


Saturday ,  May  27,  1961 

-omnrandum,  signed  by  the  plant  dear¬ 
ie  officer.  No  forms  will  be  used.  The 
ririnal  of  the  memorandum  and  suffi- 
°£nt  copies  to  permit  distribution  to  all 
j^ard  members  will  be  furnished. 

§  1008.869-2  Exhibits. 

(a)  Exhibits  will  either  be  originals  or 
certified  true  copies.  To  extent  practi¬ 
cable  copies  of  exhibits  will  be  attached 
^  all  copies  of  the  memorandum.  At 
Sast  one  copy  of  inventory  schedules 
listing  the  subject  property  will  be 
attached. 

(b)  When  applicable,  the  following  ex¬ 
hibits  should  be  attached. 

(1)  Where  the  question  concerns  the 
classification  of  property  as  scrap  or 
non-reparable  property,  a  written  state- 
toent  (if  obtainable)  of  the  contractor 
that  no  need  for  the  property  as  serv¬ 
iceable  property  exists  at  his  facility, 
and  originals  and  certified  true  copies 
of  correspondence  relating  to  the  clas¬ 
sification  of  the  property  with  photo¬ 
graphs  of  the  property  in  appropriate 
cases. 

(2)  The  originals  or  certified  true 
copies  of  the  three  highest  bids. 

(3)  In  the  case  of  subcontractor  in¬ 
ventories  referred  from  another  AMA 
(see  §  1008.513-50)  a  copy  of  the  dele¬ 
gation  of  authority  or  other  evidence  of 
authority  from  the  contracting  officer 
in  the  initiating  AMA  to  handle  the  in¬ 
ventory  of  the  subcontractor. 

§  1008.869-3  Content. 

The  following  will  be  included  when¬ 
ever  applicable: 

(a)  Contractor.  (1)  Name  and  ad¬ 
dress  of  the  contractor. 

(2)  Number  of  the  contract  or  pur¬ 
chase  order  involved. 

(3)  Type  of  contract  (CPFF,  fixed 
price,  or  letter) . 

(4)  Prime  or  subcontract. 

(5)  If  subcontract,  the  prime  con¬ 
tractor’s  name  and  address,  and  the 
number  of  the  prime  contract. 

(6)  If  subcontract,  number  of  the 
purchase  order  assigned  by  the  prime 
contractor  or  the  next  higher  tier 
subcontractor. 

(7)  Basis  of  presenting  the  case  to  the 
Board,  including  a  citation  of  the  ap¬ 
plicable  regulations  and  directives. 

(b)  Termination.  (1)  Termination 
docket  number. 

(2)  If  the  case  is  not  the  result  of  a 
termination,  a  description  of  the  situa¬ 
tion  including  the  engineering  change 
order  number  or  other  appropriate 
identification. 

(c)  Property.  (1)  Description  and 
location  of  the  property. 

(2)  Condition  of  the  property. 

(3)  Owner  of  the  property. 

(4)  Cost  of  the  property  to  be  sold. 

(5)  Number  of  offers  or  bids  solicited, 
number  received,  from  whom  received, 
and  the  amount  offered  by  each  bidder. 

(8)  Statement  as  to  whether  clear¬ 
ance  or  screening  is  necessary,  and  if  so, 
a  statement  of  identification  of  the 
clearance  obtained. 

(7)  Information  to  show  that  the 
market  has  been  tested,  and  that  the  sale 
should  be  made  at  the  price  and  quantity 
stated,  or  that  the  recommended  disposi- 
No.  102 - 9 


tion  is  proper  and  in  the  best  interests  of 
the  Government. 

(d)  Recommendation  for  specific 
Board  action. 

§  1008.869—4  Destruction  of  classified 
inventory. 

Plant  Clearance  memorandum  recom¬ 
mending  the  destruction  of  classified  in¬ 
ventory  according  to  applicable  security 
regulations,  will  be  limited  to  the  follow¬ 
ing  information. 

(a)  Identification  of  the  contractor 
(or  subcontractor)  and  contract. 

(b)  General  description  and  total  cost 
of  the  inventory. 

(c)  Statement  that  the  property  has 
been  determined  excess  to  AF  require¬ 
ments. 

(d)  Statement  that  the  classified  na¬ 
ture  of  the  inventory  requires  destruc¬ 
tion  according  to  applicable  security 
regulations. 

(e)  Statement  that  salvageable  and 
nonclassified  components  will  be  removed 
prior  to  destruction. 

§  1008.871  Delinquency  notices. 

(See  Subpart  F,  Part  1008  of  this 
chapter.) 

(All  Notices  should  be  sent  Registered 
Mail — Return  Receipt  or  Western  Union 
Telegram — Written  Report  of  Delivery 
Requested.) 

(a)  Cure  notice.  (Use  only  when  the 
delivery  schedule  has  not  expired.) 

You  are  notified  that  the  Government  con¬ 
siders  your  (specify  the  Contractor’s  failure 
or  failures)  a  condition  that  is  endangering 
performance  of  the  contract  in  accordance 
with  its  terms.  Therefore,  unless  such  con¬ 
dition  is  cured  within  ten  (10)  days  after 
receipt  hereof  (or  such  longer  time  as  the 
Contracting  Officer  may  deem  reasonably 
necessary)  the  Government  may  terminate 
subject  contract  for  default  under  General 
Provision  No. _ (Default). 

Note:  The  “cure”  notice  is  required  by  the 
terms  of  the  default  clause  in  the  contract 
and  derives  its  authority  therefrom.  Before 
using  this  notice  it  must  be  ascertained  that 
an  amount  of  time  equal  to  or  greater  than 
the  period  of  "cure”  remains  in  the  contrac¬ 
tually  established  delivery  schedule  or  any 
extension  thereof;  if  the  time  remaining  in 
the  contract  delivery  schedule  is  not  suffi¬ 
cient  to  permit  a  realistic  “cure”  period  of 
ten  (10)  days  or  more,  the  “cure”  notice 
should  not  be  issued  and  the  “show  cause” 
notice  may  be  used,  if  desired,  immediately 
upon  the  expiration  of  the  delivery  period. 

(b)  Combination  show  cause  and  cure 
notice.  (Use  when  contract  contains  a 
delivery  schedule  broken  down  into 
monthly  or  intermediate  increments 
and  the  contractor  is  delinquent  in 
whole  or  in  part  on  one  or  more  of  such 
increments.) 

You  are  hereby  notified  that  since  you 

have  failed  to  perform  Contract  No. _ 

by  not  making  required  deliveries  in  accord¬ 
ance  with  the  contract  schedule  for  the 
period - to _ _  the  Govern¬ 

ment  is  considering  terminating  that  portion 
of  the  contract  pursuant  to  General  Pro¬ 
vision  No. _ (Default) . 

It  is  requested  that  you  submit  to  the  un¬ 
dersigned  Contracting  Officer  within  ten  (10) 
days  from  the  date  of  receipt  hereof  any 
facts  or  circumstances  which  you  believe  ex¬ 
cuse  your  failure  to  perform.  You  are  fur¬ 
ther  notified  that  the  Government  considers 
your  failure  to  make  progress  toward  com¬ 


pletion  a  condition  that  is  endangering  per¬ 
formance  of  the  remainder  of  the  contract 
in  accordance  with  its  terms.  Therefore, 
unless  such  condition  is  cured  within  ten 
(10)  days  after  receipt  hereof  (or  such  longer 
time  as  the  Contracting  Officer  may  deem 
reasonably  necessary)  the  Government  may 
terminate  subject  contract  in  its  entirety  for 

default  under  General  Provision  No. _ 

(Default) .  Your  attention  is  invited  to  the 
respective  rights  of  the  Contractor  and  the 
Government  under  General  Provision  No. 

_ (Default)  and  the  liabilities  that  may 

be  invoked  in  the  event  a  decision  is  made 
to  terminate  for  default  of  the  contractor. 

(c)  Notice  of  withholding  of  default 
action.  (Not  to  be  used  after  expiration 
of  the  final  increment  of  the  delivery 
schedule.) 

You  are  hereby  notified  that  the  Govern¬ 
ment  will  withhold  default  action  under 
General  Provision  No. _ of  subject  con¬ 
tract  until _ to  allow  you  to  (com¬ 

plete  performance)  (delivery  item  number) 
(or  upon  whatever  basis  the  Contractor  is 
delinquent  or  endangering  performance)  so 
long  as  you  continue  to  make  progress  to¬ 
ward  its  completion  by  that  date.  In  the 
event  you  fail  to  deliver  within  this  time, 
termination  action  may  be  initiated  without 
further  notice.  Moreover,  the  Government 
reserves  all  rights  under  General  Provision 
No. _ (Default)  and  at  law. 

Note:  The  above  notice  is  to  be  used 
only  as  a  follow-up  action  as  a  result  of  a 
contractor  response  to  a  “cure”  notice.  Ex¬ 
ample:  The  Government  in  its  “cure”  letter 
to  the  Contractor  allows  thirty  (30)  days  to 
cure  the  condition  endangering  performance. 
The  contractor  responds  that  the  “cure”  will 
take  ninety  (90)  days _ which,  is  still  with¬ 

in  the  contractual  delivery  schedule  __  and 
his  explanation  is  considered  to  be  Justified 
and  the  time  required  to  be  realistic;  accord¬ 
ingly,  this  notice  is  intended  to  defer  action 
for  the  ninety  (90)  day  period. 

Caution:  Do  not  allow  the  “withhold”  pe¬ 
riod  to  go  beyond  the  contractually  estab¬ 
lished  final  completion  or  delivery  date. 

(d)  Show  cause  notice.  (Delivery 
schedule  in  part  or  in  whole  has  expired.) 

You  are  hereby  notified  that  since  you 

have  failed  to  (perform  Contract  No. - 

within  the  time  required  by  the  terms 
thereof),  (cure  the  conditions  endangering 

performance  under  Contract  No. - as 

described  to  you  in  the  Government’s  letter 
of _ ,)  the  Government  is  consider¬ 

ing  terminating  said  contract  pursuant  to 

General  Provision  No.  _  (Default). 

Pending  a  final  decision  in  this  matter,  it 
will  be  necessary  to  determine  whether  your 
failure  to  perform  arose  out  of  causes  beyond 
your  control  and  without  fault  or  negligence 
on  your  part.  Accordingly,  you  are  hereby 
afforded  the  opportunity  to  present,  in  writ¬ 
ing,  any  facts  bearing  on  the  question  to 
Commander  (insert  complete  address,  in¬ 
cluding  symbol,  of  activity  where  Procur¬ 
ing  Contracting  Officer  is  located)  with  copy 
thereof  to  the  undersigned  for  information 
within  ten  (10)  days  after  receipt  of  this 
notice.  Failure  of  the  Contractor  to  present 
any  excuses  within  this  time  may  be  con¬ 
sidered  as  an  admission  that  none  exist. 
Your  attention  is  invited  to  the  respective 
rights  of  the  Contractor  and  the  Government 

under  General  Provision  No. _ (Default) 

and  the  liabilities  that  may  be  invoked  in 
the  event  a  decision  is  made  to  terminate 
for  default  of  the  Contractor. 

Any  assistance  rendered  to  the  Contractor 
on  this  contract  or  acceptance  by  the  Gov¬ 
ernment  of  delinquent  goods  or  services 
hereunder,  will  be  solely  for  the  purpose  of 
mitigating  damages,  and  is  not  to  be  con¬ 
strued  as  an  intention  on  the  part  of  the 
Government  to  condone  any  delinquency,  or 
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as  a  waiver  of  any  rights  the  Government 
may  have  under  subject  contract. 

(Pending  decision  you  are  Instructed  to 
stop  all  work  Immediately  and  to  make  no 
further  commitments  under  subject  con¬ 
tract.  Advise  all  subcontractors  and  sup¬ 
pliers  to  do  likewise.)1 

Carroll  W.  Kelley, 
Lieutenant  Colonel,  U.S.  Air 
Force,  Chief,  Special  Activi¬ 
ties  Group,  Office  of  The 
Judge  Advocate  General. 

[F.R.  Doc.  61-4828;  Piled,  May  26,  1961; 
8:45  a.m.] 


Title  39— POSTAL  SERVICE 

Chapter  I — Post  Office  Department 
PART  53— C.O.D. 

PART  61— MONEY  ORDERS 

PART  168—  DIRECTORY  OF 
INTERNATIONAL  MAIL 

Miscellaneous  Amendments 

The  regulations  of  the  Post  Office  De¬ 
partment  are  amended  as  follows: 

I.  In  Part  53 — COD,  make  the  follow¬ 
ing  changes: 

A.  In  §  53.1  Description,  paragraph 
(c)  is  amended  to  show  that  COD  mail 
service  is  not  available  for  articles  hav¬ 
ing  an  APO  or  FPO  designation  as  part 
of  the  address.  As  so  amended,  para¬ 
graph  (c)  reads  as  follows: 

§  53.1  Description. 

***** 

(c)  Restrictions  on  COD  Service  to 
Military  Installations.  COD  service  is 
not  available  for  articles  having  an  APO 
or  FPO  designation  as  part  of  the  ad¬ 
dress.  This  restriction  applies  also  to 
official  shipments  and  shipments  to 
Armed  Forces  agencies. 

Note:  The  corresponding  Postal  Manual 
section  is  163.13. 

B.  In  §  53.3  Mailing,  subparagraph  (2) 
of  paragraph  (d)  is  amended  by  deleting 
the  requirement  that  mailers  of  books 
must  show  the  post  office  and  date  of 
mailing  on  a  COD  tag.  As  so  amended, 
subparagraph  (2)  reads  as  follows: 

§  53.3  Mailing. 

•  *  6  *  6 

(d)  Firm  mailing  books,  COD  tags  and 
address  labels.  *  *  * 

(2)  A  COD  tag  must  be  securely  fixed 
by  the  sender  to  each  COD  article  show¬ 
ing  article  number,  names  and  addresses 
of  sender  and  addressee,  amount  due 
sender,  and  amount  of  money  order  fee 
necessary  to  make  remittance.  The  nec¬ 
essary  particulars  must  be  filled  in  by 
sender.  Stock  tags  are  furnished  by  the 
post  office  without  charge.  There  are 
three  types  of  tags  eyeletted  for  tying  to 
parcels,  and  one  uneyeletted  type  for 
attaching  by  gummed  tape.  Specially 
printed  COD  tags  approved  by  the  Postal 
Service  are  also  used.  The  eyeletted  tag, 


‘Use  stop  work  instructions  only  in  the 
event  there  are  no  further  requirements  for 
the  items  or  services  or  If  the  contract  con¬ 
tains  a  specific  provision  permitting  work 
stoppage. 


Form  3816,  composed  of  delivery  office 
portion,  delivering  employee’s  coupon, 
mailing  office  record  and  sender’s  re¬ 
ceipt,  is  intended  for  use  by  patrons 
mailing  less  than  three  articles  at  one 
time. 

Note:  The  corresponding  Postal  Manual 
section  is  163.34b. 

c.  In  §  53.4  Special  Services,  para¬ 
graph  (b)  is  amended  to  show  that  Form 
3818  must  be  used  by  mailers  to  request 
attention  or  cancellation  of  COD 
charges.  As  so  amended,  paragraph  (b) 
reads  as  follows: 

§  53.4  Special  services. 

***** 

(b)  Alteration  or  cancellation  of  COD 
charges  or  delivery.  Alteration  or  can¬ 
cellation  of  COD  charges  or  delivery  to 
another  addressee  may  be  directed  by 
the  sender  on  payment  of  the  prescribed 
additional  fee.  The  request  must  be 
made  at  office  of  mailing  on  Form  3818, 
authorization  to  cancel  or  change 
charges  on  a  COD  article.  Such  change 
may  be  directed  by  telegram,  the  tele¬ 
gram  being  authorized  and  paid  for  by 
the  sender  but  sent  in  the  name  of  the 
postmaster. 

Note:  The  corresponding  Postal  Manual 
section  is  163.42. 

(R.S.  161,  as  amended,  secs.  501,  5007,  5012, 
74  Stat.  580,  679,  680  (Pub.  Law  86-682); 

5  U.S.C.  22,  39  U.S.C.  501,  5007-5012) 

§  61.2  [Amendment] 

II.  In  §  61.2  Issuance  of  international 
money  orders,  make  the  following 
changes: 

A.  In  paragraph  (f),  under  the  New 
York  Exchange  Office,  insert  “Nether¬ 
lands  Antilles  (Ariba,  Bonaire,  Curacao, 
Saba,  St.  Eustatius,  and  southern  part 
of  St.  Martin)  in  proper  alphabetical 
order.  Money  Order  service  is  now 
available  on  a  direct  exchange  basis  to 
Netherlands  Antilles. 

B.  In  paragraph  (g)  delete  the  follow¬ 
ing  from  the  list  of  countries  or  localities 
therein: 

Ariba  (Netherlands  Antilles) . 

Bonaire  (Netherlands  Antilles) . 

Curacao  (Netherlands  Antilles) . 

Netherlands  Antilles  (or  Netherlands  West 
Indies) — Ariba,  Bonaire,  Curacao,  Saba,  St. 
Eustatius,  and  St.  Martin  (southern  part 
of  island) . 

Saba  (Netherlands  Antilles) . 

St.  Martin  (Netherlands  Antilles) . 

Note:  The  corresponding  Postal  Manual 
section  is  171.26  and  7. 

(R.S.  161,  as  amended,  secs.  501,  506,  5101- 
5105,  74  Stat.  580,  581,  680,  681  (Pub.  Law 
86-682);  5  U.S.C.  22,  39  U.S.C.  501,  506,  5101- 
5105) 

§  168.5  [Amendment] 

III.  In  §  168.5  Individual  country  reg¬ 
ulations  make  the  following  changes: 

A.  In  country  “Colombia”,  as  amended 
by  26  F.R.  1929,  under  Parcel  Post,  the 
item  Observations  is  amended  as  a  re¬ 
sult  of  the  modification  of  commercial 
and  consular  invoice  requirements.  As 
so  amended,  the  item,  reads  as  follows: 

Observations.  Senders  are  required  to 
Indicate  as  a  part  of  the  addresses  of 
all  parcels  the  name  of  the  department 


(State)  in  which  the  office  of  destination 
is  located.  Q 

In  view  of  the  extensive  variety  of 
articles  prohibited  to  Colombia  (see  the 
item  Prohibitions ) ,  persons  desiring  to 
mail  parcels  should  be  advised  to  con 
suit  the  addressees  in  advance  of  mailing 
to  ascertain  whether  their  articles  win 
be  admitted,  or  to  consult  the  nearest 
Colombian  consulate,  stating  specifically 
what  articles  they  desire  to  send.  Par¬ 
cels  will  be  accepted  for  mailing  to  Co¬ 
lombia  only  with  the  understanding  that 
the  mailer  has  satisfied  himself  that  the 
contents  will  be  admitted. 

Each  parcel  or  group  of  parcels  valued 
at  $20  or  less  requires  two  copies  of  the 
sender’s  commercial  invoice,  one  of  which 
must  be  enclosed  in  the  parcel  and  the 
other  sent  under  separate  cover  to  the 
addressee.  Consular  legalization  is  not 
needed,  but  the  invoice  must  include  a 
declaration  of  origin  of  the  merchandise 
in  Spanish,  reading  as  follows: 

Certiflcamos  bajo  juramento  que  loe  precios 
de  esta  factura  son  los  mlsmos  que  cargamog 
al  cUente  y  que  la  mercancla  a  que  se 
refiere  esta  misma  factura  es  original 

de -  En  fe  de  lo  ex- 

( Country  of  origin) 

puesto  flrmamos  la  presente  declaraclon  en 


.  .  de  .  de 

(City,  State)  (Day)  (Month) 


(Year) 


(Signature  of  shipper) 

(Translation:  We  certify  under  oath  that 
the  prioes  in  this  invoice  are  the  same  that 
we  charge  our  customers,  and  that  the  mer¬ 
chandise  in  this  same  invoice  comes 

from _ _  In  faith  of  which 

(Country  of  origin) 

we  sign  the  present  declaration  at 

_ _  on _ ) 

(City,  State)  (Date) 

Commercial  shipments  of  books  or 
periodicals  must  be  accompanied  by 
commercial  invoices  as  prescribed  for 
such  shipments  in  the  postal  union 
mails.  See  “Observations”  under  “Postal 
Union  Mails.” 

For  each  parcel  or  group  of  parcels 
valued  over  $20,  the  sender  must  have 
a  copy  of  his  commercial  invoice  legal¬ 
ized  by  a  Colombian  Consulate,  and  must 
prepare  four  copies  of  a  consular  in¬ 
voice,  one  of  which  must  be  sent  direct 
to  the  addressee  with  the  legalized  com¬ 
mercial  invoice. 

Consular  invoice  forms  must  be  ob¬ 
tained  and  commercial  invoices  legal¬ 
ized  at  Colombian  Consulates,  which  are 
located  in  the  following  cities: 


Baltimore,  Md. 
Chicago.  Ill. 
Houston,  Tex. 
Mayaguez,  P.R. 

New  Orleans,  La. 
Philadelphia,  Pa. 
Pullman,  Wash. 

San  Francisco,  Calif. 
Tampa,  Fla. 


Boston,  Mass. 
Galveston,  Tex. 
Los  Angeles,  Calif. 
Miami,  Fla. 

New  York,  N.Y. 
Ponce,  PR. 
Rochester,  Minn. 
San  Juan,  P.R. 
Washington,  D.C. 


The  addressees  in  Colombia  are  re¬ 
quired  in  most  cases  to  obtain  import 
licenses  in  order  to  secure  delivery  of 
parcels.  For  a  parcel  exceeding  $20  in 
value  the  addressee  is  required  to  send 
a  copy  of  the  import  license  to  the 
sender,  who  must  submit  it  to  the  Colom¬ 
bian  Consul  when  obtaining  the  consu¬ 
lar  invoice.  If  a  sender  receives  a  copy 
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, .Colombian  import  license  for  a  par- 

l  whose  value  does  not  exceed  $20,  he 
return  it  to  the  addressee  in 

C  parcels* mailed  simultaneously  by  the 
Jne  sesder  same  addressee  at 

^address  and  not  mailed  as  a  “group 
hinment”  must,  nevertheless,  be 
marked  in  the  following  manner,  in 
^er  that  customs  officials  in  Colombia 
°  more  readily  ascertain  the  com¬ 
bed  value  of  the  parcels  contained  in 
a  single  mailing. 

Each  parcel  comprised  in  a  single  mail¬ 
ing  must  bear  a  fractional  number,  the 
numerator  of  which  indicates  the  num¬ 
ber  of  the  parcel  and  the  denominator 
0f  the  number  of  parcels  comprised  in 
the  mailing.  For  example,  if  a  single 
filing  were  composed  of  15  parcels  they 
would  be  numbered  1/15,  2/15,  3/15,  etc. 
Each  such  parcel  would  be  required  to 
bear  two  customs  declarations  and  one 
dispatch  note. 

Parcels  may  be  addressed  to  banks  or 
other  organizations  for  ultimate  delivery 
to  second  addressees.  The  latter  how¬ 
ever  may  not  take  delivery  without  writ¬ 
ten  authority  from  the  first  addressee, 
unless  the  sender  arranges  for  change  of 
address  as  provided  in  Part  137  of  this 
chapter. 

B.  In  country  “Uruguay,”  as  amended 
by  26  F.R.  1930,  under  Parcel  Post,  the 
item  Observations  is  amended  as  a  result 
of  consular  documents  no  longer  being 
required  for  parcel  post  shipments.  As 
so  amended,  the  item  reads  as  follows: 

Observations.  A  commercial  invoice 
must  be  enclosed  in  each  parcel,  and  a 
copy  sent  by  air  direct  to  the  addressee. 

For  gift  parcels,  the  commercial  in¬ 
voice  may  consist  of  a  simple  statement 
showing  the  names  of  the  sender  and 
addressee  with  an  indication  that  the 
parcel  contains  a  gift  with  no  charge  in¬ 
volved. 

Parcels  may  be  addressed  to  banks  or 
other  organizations  for  ultimate  deliv¬ 
ery  to  second  addressees.  The  latter 
however  may  not  take  delivery  without 
written  authority  from  the  first  adressee, 
unless  the  sender  arranges  for  change  of 
address  as  provided  in  Part  137  of  this 
chapter. 

(RA  161,  as  amended,  secs.  501,  505,  74  Stat. 
580,  581,  Pub.  Law  86-682;  5  U.S.C.  22,  39 
US.C.  501,  505) 

Louis  J.  Doyle, 
General  Counsel. 

|PJt.  Doc.  61-4944;  Filed,  May  26,  1961; 

8:46  a.m.) 


PART  96— AIR  TRANSPORTATION 

Adjusting  Air  Carriers’  Compensation 
When  Accidents  Occur 

The  regulations  of  the  Post  Office  De¬ 
partment  in  Part  96 — Air  Transporta¬ 
tion,  as  published  in  26  F.R.  2299-2310, 
are  amended  by  inserting  “accidents”  in 
the  heading  of  §  96.6,  and  by  adding  a 
new  paragraph  (d)  thereunder  to  state 
the  Department’s  policy  for  adjusting 
air  carriers’  compensation  when  acci¬ 
dents  occur.  As  so  amended,  the  new 


section  heading  and  paragraph  (d)  read 
as  follows: 

§  96.6  Irregularities,  deductions,  fines, 
and  accidents. 

*  *  *  «  * 

(d)  Accidents.  When  an  aircraft  ac¬ 
cident  occurs,  there  is  no  legal  obligation 
on  the  part  of  the  postal  service  to  pay 
the  air  carriers’  transportation  charges 
for  mail  that  is  destroyed.  Air  transpor¬ 
tation  charges  shall  only  be  paid  for  re¬ 
covered  mail  from  the  city  where  em¬ 
planed  on  that  carrier’s  system  to  the 
airport  nearest  the  point  of  accident. 
Therefore,  since  the  regional  controller 
in  the  region  originating  the  mail  will 
pay  the  air  transportation  charges.  Form 
2734,  Airmail  Exception  Record,  must  be 
prepared  to  recover  the  payment  for  that 
portion  of  the  incompleted  service. 

(R.S.  161,  as  amended,  sec.  405,  72  Stat.  760, 
secs.  501,  4302,  6303,  74  Stat.  580,  664,  693 
(Pub.  Law  86-682) ;  5  U.S.C.  22,  39  U.S.C.  501, 
4302,  6303  ,  49  U.S.C.  1375) 

Louis  J.  Doyle, 
General  Counsel. 

[F.R.  Doc.  61-4967;  Filed,  May  26,  1961; 
8:49  a.m.J 


Title  43— PUBLIC  LANDS: 
INTERIOR 

Chapter  I — Bureau  of  Land  Manage¬ 
ment,  Department  of  the  Interior 
APPENDIX— PUBLIC  LAND  ORDERS 

[Public  Land  Order  2392] 
[Anchorage  017450] 

[Anchorage  050966] 

ALASKA 

Revoking  Executive  Order  No.  191 9 ’A 
of  April  21,  1914,  and  No.  2242  of 
August  31,  1915  in  Part,  and  Public 
Land  Order  No.  1081  of  March  4, 
1955  Entirely 

By  virtue  of  the  authority  vested  in 
the  President  by  section  1  of  the  act  of 
March  12,  1914  (38  Stat.  305;  48  U.S.C. 
303)  and  otherwise,  and  pursuant  to  Ex¬ 
ecutive  Order  No.  10355  of  May  26,  1952, 
it  is  ordered  as  follows : 

1.  Executive  Orders  No.  1919  V2  of 
April  21,  1914,  and  No.  2242  of  August 
31,  1915,  so  far  as  they  reserved  the  fol¬ 
lowing-described  lands  for  townsite  pur¬ 
poses,  and  Public  Land  Order  No.  1081 
of  March  4,  1955,  which  reserved  the 
lands  for  use  of  the  Territorial  Police  as 
a  headquarters  site,  are  hereby  revoked: 

Anchorage  Townsite 

Lot  7,  Block  28  E.,  East  Addition,  per  plat 
accepted  May  6,  1953. 

Containing  42,000  square  feet. 

2.  Until  10:00  a.m.,  on  November  20, 
1961,  the  State  of  Alaska  shall  have  a 
preferred  right  to  select  the  lands  in 
accordance  with  and  subject  to  the  lim¬ 
itations  and  requirements  of  the  act  of 
July  28,  1956  (70  Stat.  709;  48  U.S.C.  46- 
3b),  section  6(g)  of  the  Alaska  State¬ 


hood  Act  of  July  7,  1958  (72  Stat.  339) , 
and  the  regulations  in  43  CPR  76.1-76.18. 
Thereafter  the  lands  will  not  be  subject 
to  disposition  under  the  public  land  laws 
unless  and  until  it  is  so  provided  by  or¬ 
der  of  an  authorized  officer  of  the  Bureau 
of  Land  Management. 

Inquiries  concerning  the  lands  should 
be  directed  to  the  Manager,  Land  Office, 
Bureau  of  Land  Management,  Anchor¬ 
age,  Alaska. 

Stewart  L.  Udall, 
Secretary  of  the  Interior. 

May  20, 1961. 

[F.R.  Doc.  61-4943;  Filed,  May  26,  1961; 
8:46  a.m.] 

Title  49— TRANSPORTATION 

Chapter  I — Interstate  Commerce 
Commission 

S'JBCHAPTER  A — GENERAL  RULES  AND 
REGULATIONS 

[Rev.  S.O.  No.  562;  Arndt.  13] 

PART  97— ROUTING  OF  TRAFFIC 

Rerouting  of  Traffic;  Appointment  of 
Agent 

At  a  Session  of  the  Interstate  Com¬ 
merce  Commission,  Safety  and  Service 
Board  No.  1,  held  in  Washington,  D  C., 
on  the  22d  day  of  May  A.D.  1961. 

Upon  further  consideration  of  the  pro¬ 
visions  of  Revised  Service  Order  No.  562 
(14  F.R.  2697) ,  as  amended  (15  F.R.  3105; 
8651;  16  F.R.  4551;  17  F.R.  4675;  18  F.R. 
3048;  19  F.R.  2966;  20  FR.  3685;  21  F.R. 
3650;  22  F.R.  3653;  23  F.R.  3641;  24  F.R. 
4215;  25  F.R.  4647),  and  good  cause  ap¬ 
pearing  therefor: 

It  is  ordered.  That: 

Section  97.562  Rerouting  of  traffic — 
appointment  of  agent,  of  Revised  Service 
Order  No.  562  be,  and  it  is  hereby,  fur¬ 
ther  amended  by  substituting  the  follow¬ 
ing  paragraphs  (a)  and  (d)  hereof  for 
paragraphs  (a)  and  (d)  thereof: 

(a)  Charles  W.  Taylor,  Director, 
Bureau  of  Safety  and  Service,  Interstate 
Commerce  Commission,  Washington  25, 
D.C.,  is  hereby  designated  and  appointed 
an  Agent  of  the  Interstate  Commerce 
Commission  and  vested  with  authority 
to  authorize  diversion  and  rerouting  of 
loaded  and  empty  freight  cars  from  and 
to  any  point  in  the  United  States  when¬ 
ever  in  his  opinion  an  emergency  exists 
whereby  any  railroad  is  unable  to  move 
traffic  currently  over  its  lines. 

(d)  Expiration  date:  This  order  shall 
expire  at  11:59  p.m..  May  31, 1962,  unless 
otherwise  modified,  changed,  suspended, 
or  annulled  by  order  of  this  Commission. 

(Sec.  1,  12,  15,  24  Stat.  379,  383,  384,  as 
amended;  49  U.S.C.  1,  12,  15.  Inteiprets  or 
applies  sec.  1(10-17),  15(4),  40  Stat.  101,  as 
amended,  54  Stat.  911;  49  U.S.C.  1(10-17), 
15(4)) 

It  is  further  ordered,  That  this  amend¬ 
ment  shall  become  effective  at  11:59 
p.m.,  May  25,  1961;  that  a  copy  of  this 
order  and  direction  be  served  upon  the 
State  railroad  regulatory  bodies  of  each 
State,  upon  all  common  carriers  by  rail- 
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roads  subject  to  the  Interstate  Com¬ 
merce  Act,  and  upon  the  Association  of 
American  Railroads,  Car  Service  Divi¬ 
sion,  as  agent  of  the  railroads  subscrib¬ 
ing  to  the  car  service  and  per  diem 
agreement  under  the  terms  of  that 
agreement;  and  that  notice  of  this  order 
be  given  to  the  general  public  by  de¬ 
positing  a  copy  in  the  office  of  the  Secre¬ 
tary  of  the  Commission  at  Washington, 
D.C.,  and  by  filing  it  with  the  Director, 
Office  of  the  Federal  Register. 

By  the  Commission,  Safety  and  Serv¬ 
ice  Board  No.  1. 

[seal]  Harold  D.  McCoy, 

Secretary. 

[F.R.  Doc.  61-4960;  Filed,  May  26,  1961; 

8:48  ajn.] 


SUBCHAPTER  B — CARRIERS  BY  MOTOR  VEHICLE 

PART  193 — PARTS  AND  ACCESSORIES 
NECESSARY  FOR  SAFE  OPERATION 

[Ex  Parte  No.  MC-40] 

Qualifications  and  Maximum  Hours 
of  Service  of  Employees  of  Motor 
Carriers  and  Safety  of  Operation 
and  Equipment 

Fuel  Systems 

At  a  session  of  the  Interstate  Com¬ 
merce  Commission,  Motor  Carrier  Board 
No.  2,  held  at  its  office  in  Washington, 
D.C.,  on  the  15th  day  of  May  AJD.  1961. 

The  matter  of  parts  and  accessories 
necessary  for  safe  operation  under  the 
Motor  Carrier  Safety  Regulations  pre¬ 


scribed  by  order  of  April  14,  1952,  as 
amended,  being  under  consideration; 
and 

It  appearing  that  amendment  of  para¬ 
graph  (f )  (4)  of  §  193.65  of  the  Code  of 
Federal  Regulations  (49  CFR  193.65(f) 
(4))  relating  to  threads  on  all  fittings 
used  in  liquid  fuel  tank  construction  is 
warranted,  and  good  cause  appearing 
therefor; 

It  further  appearing  that  a  petition 
has  been  filed  by  Chrysler  Corporation, 
filed  on  May  16,  1960,  requesting  that 
§  193.65(f)  (4)  of  the  Code  of  Federal 
Regulations  be  amended; 

It  further  appearing  that  this  amend¬ 
ment  which  will  permit  straight  (non- 
tapered)  threads  to  be  used  on  fitttings 
having  integral  flanges  and  using  gas¬ 
kets  for  sealing,  is  a  relaxation  of  pres¬ 
ently  prescribed  requirements,  and 
therefore,  pursuant  to  section  4(a)  of 
the  Administrative  Procedure  Act  (60 
Stat.  237,  5  U.S.C.  1003)  for  good  cause 
it  is  found  that  notice  of  proposed  rule 
making  is  unnecessary; 

Upon  consideration  of  the  record,  and 
of  the  said  petition,  and  good  cause  ap¬ 
pearing  therefor; 

It  is  ordered.  That  paragraph  (f )  (4) 
of  §  193.65  of  the  Code  of  Federal  Reg¬ 
ulations  (49  CFR  193.65(f)(4)),  be,  and 
it  is  hereby,  amended  to  read  as  follows: 

§  193.65  Fuel  systems. 

***** 

(f)  *  *  * 

(4)  Threads.  Threads  on  all  fittings 
shall  be  American  (National)  Standard 


Taper  Pipe  Thread  or  SAE  Standard* 
Short  Dryseal  Taper  Pipe  Thread  excent 
that  straight  (nontapered)  threads  mav 
be  used  on  fittings  having  integral  fianBPI 
and  using  gaskets  for  sealing.  Ther* 
shall  not  be  less  than  four  full  thread* 
in  engagement  in  any  fitting. 

(Sec.  204,  49  Stat.  546,  as  amended  49  Tjcn 
304)  ’  ^ 

It  is  further  ordered,  That  this  order 
shall  become  effective  July  1,  1961,  and 
shall  continue  in  effect  until  further 
order  of  the  Commission; 

It  is  further  ordered.  That  compliance 
with  the  herein  prescribed  and  amended 
regulations  is  hereby  authorized  on  and 
after  the  date  of  service  of  this  order 

It  is  further  ordered.  That  except  to 
the  extent  that  §  193.65(f)  (4)  of  the 
Code  of  Federal  Regulations  is  modified 
by  this  order,  the  above  mentioned  peti¬ 
tion  is  hereby  denied. 

And  it  is  further  ordered.  That  no¬ 
tice  of  this  order  shall  be  given  to  the 
general  public  by  depositing  a  copy 
thereof  in  the  office  of  the  Secretary  of 
the  Interstate  Commerce  Commission, 
Washington,  D.C.,  and  by  filing  a  copy 
thereof  with  the  Director,  Office  of  the 
Federal  Register. 

By  the  Commission,  Motor  Carrier 
Board  No.  2. 

[seal  I  ‘  Harold  D.  McCoy, 

Secretary. 

| F.R.  Doc.  61-4961;  Filed,  May  26,  1961; 

8:48  a.m.] 
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DEPARTMENT  of  health,  edu¬ 
cation,  AND  WELFARE 

food  and  Drug  Administration 

[  21  CFR  Part  121  1 

FOOD  ADDITIVES 

Notice  of  Amendment  of  Petition 

Pursuant  to  the  provisions  of  the  Fed¬ 
eral  Food,  Drug,  and  Cosmetic  Act  (sec. 
409(b)(5),  72  Stat.  1786;  21  U.S.C.  348 

(b)(5)),  notice  is  given  that  a  petition 
(PAP  233)  was  filed  by  Adhesives  Manu¬ 
facturers  Association  of  America,  441 
Lexington  Avenue,  New  York  17,  New 
York,  proposing  the  issuance  of  a  regu¬ 
lation  to  provide  for  the  safe  use  of  cer¬ 
tain  substances  as  components  of 
adhesives  for  containers  to  be  used  for 
packaging  dry  food  (January  20,  1961; 
26  FJl.  621).  The  petitioner  has  filed 
an  amendment  to  this  petition  proposing 
the  additional  use  of  these  substances 
as  components  of  adhesives  for  contain¬ 
ers  to  be  used  for  packaging  fatty  and 
aqueous  foods. 

Dated;  May  19,  1961. 

[seal!  J.  K.  Kirk, 

Assistant  Commissioner 
of  Food  and  Drugs. 

[PE.  Doc.  61-4952;  Piled,  May  26,  1961; 
8:47  a.m.] 


DEPARTMENT  OF  AGRICULTURE 

Commodity  Stabilization  Service 
17  CFR  Part  9131 

[Docket  No.  AO-23-A21] 

MILK  IN  GREATER  KANSAS  CITY 
MARKETING  AREA 

Notice  of  Hearing  on  Proposed 

Amendments  to  Tentative  Market¬ 
ing  Agreement  and  Order 

Pursuant  to  the  provisions  of  the  Ag¬ 
ricultural  Marketing  Agreement  Act  of 
1937,  as  amended  (7  U.S.C.  601  et  seq.), 
and  the  applicable  rules  of  practice  and 
procedure  governing  the  formulation  of 
marketing  agreements  and  marketing 
orders  (7  CFR  Part  900) ,  notice  is  hereby 
given  of  a  public  hearing  to  be  held  at 
the  Bellerive  Hotel,  Armour  and  War¬ 
wick  Boulevards,  Kansas  City,  Missouri, 
beginning  at  9:30  a.m.,  local  time,  on 
June  2,  1961,  with  respect  to  proposed 
amendments  to  the  tentative  marketing 
agreement  and  to  the  order,  regulating 
the  handling  of  milk  in  the  Greater  Kan¬ 
sas  City  marketing  area. 

The  public  hearing  is  for  the  purpose 
of  receiving  evidence  with  respect  to  the 
economic  and  emergency  marketing  con¬ 
ditions  which  relate  to  the  proposed 
amendments,  hereinafter  set  forth,  and 


any  appropriate  modifications  thereof,  to 
the  tentative  marketing  agreement  and 
to  the  order. 

The  proposed  amendments,  set  forth 
below,  have  not  received  the  approval  of 
the  Secretary  of  Agriculture. 

Proposed  by  the  Pure  Milk  Producers 
Association  of  Greater  Kansas  City,  Inc.: 

Proposal  No.  1.  Limit  the  effect  of  the 
supply-demand  adjustment  factor  of  the 
Class  I  price  formula  by : 

1.  Making  §  913.51(a)  (3)  (iii)  inopera¬ 
tive  for  a  12 -month  period; 

2.  In  §  913.51(a)  (3)  (i)  and  (ii)  change 
"one-cent”  to  "one-half  cent”;  and 

3.  For  the  next  12  months  limit  the 
supply-demand  adjustment  to  a  maxi¬ 
mum  of  what  it  was  for  the  same  month 
of  the  preceding  year. 

Proposed  by  the  Milk  Marketing  Or¬ 
ders  Division,  Commodity  Stabilization 
Service: 

Proposal  No.  2.  Make  such  changes 
as  may  be  necessary  to  make  the  entire 
marketing  agreement  and  the  order  con¬ 
form  with  any  amendments  thereto  that 
may  result  from  this  hearing. 

Copies  of  this  notice  of  hearing  and 
the  order  may  be  procured  from  the  Mar¬ 
ket  Administrator,  U.  Grant  Grayson, 
220  Plaza  Esplanade  Building,  424  Nich¬ 
ols  Road,  Kansas  City  12,  Missouri,  or 
from  the  Hearing  Clerk,  Room  112,  Ad¬ 
ministration  Building,  United  States  De¬ 
partment  of  Agriculture,  Washington  25, 
D.C.,  or  may  be  there  inspected. 

Issued  at  Washington,  D.C.,  May  24, 
1961. 

Robert  G.  Lewis, 
Deputy  Administrator,  Price 
Support,  Commodity  Stabili¬ 
zation  Service. 

[F.R.  Doc.  61-4974;  Filed,  May  26,  1961; 

8:50  a.m.] 


[  7  CFR  Part  967  1 

[Docket  No.  AO-170-A12] 

MILK  IN  SOUTH  BEND-LA  PORTE- 
ELKHART,  INDIANA,  MARKETING 
AREA 

Notice  of  Correction  of  Final  Decision 

The  tentative  order  attached  to  the 
"Decision  on  proposed  amendments  to 
tentative  marketing  agreement  and 
order”  which  was  issued  by  the  Secre¬ 
tary  of  Agriculture  on  May  8,  1961,  and 
published  in  the  Federal  Register  of 
May  12,  1961  (26  F.R.  4112;  F.R.  Doc. 
61-4384),  is  hereby  corrected  as  follows: 

In  §  967.51(a)  insert  after  "Carnation 
Co.,  Richland  Center,  Wis.”  the  follow¬ 
ing:  "Carnation  Co.,  Sparta,  Mich.” 

Issued  at  Washington,  D.C.,  May  24, 
1961. 

Orville  L.  Freeman, 

Secretary. 

[F.R.  Doc.  61-4999;  Filed,  May  26,  1961; 
8:52  a.m.] 


FEDERAL  AVIATION  AGENCY 

[  14  CFR  Parts  601,  608  ] 

[Airspace  Docket  No.  60-LA-87] 

CONTROLLED  AIRSPACE  AND  SPECIAL 
USE  AIRSPACE 

Designation  and  Alteration  of  Control 

Zones,  Designation  of  Transition 

Areas,  Revocation  of  Control  Area 

Extensions  and  Alteration  of  Re¬ 
stricted  Areas 

Pursuant  to  the  authority  delegated  to 
me  by  the  Administrator  (14  CFR 
409.13),  notice  is  hereby  given  that  the 
Federal  Aviation  Agency  is  considering 
amendments  to  Part  601  and  §§  601.2285, 
601.7101  and  608.25  of  the  Regulations 
of  the  Administrator,  the  substance  of 
which  is  stated  below. 

The  Instrument  Flight  Rules  proce¬ 
dures,  including  arrival,  departure,  hold¬ 
ing  and  radar  vectoring  at  NAF  China 
Lake,  Calif.,  Edwards  Air  Force  Base, 
Calif.,  George  Air  Force  Base,  Calif.,  and 
Palmdale  Air  Force  Plant  No.  42,  Calif., 
are  conducted  partly  outside  of  con¬ 
trolled  airspace.  Much  of  the  area 
within  which  these  procedures  are  exe¬ 
cuted  falls  within  the  California  Com¬ 
plex  Restricted  Areas.  To  provide 
protection  for  Instrument  Flight  Rules 
air  traffic  executing  these  procedures 
and  to  facilitate  the  movement  of  air¬ 
craft  through  the  California  Complex 
Restricted  Areas  when  these  areas  are 
not  being  used  for  their  designated  pur¬ 
pose,  the  Federal  Aviation  Agency  is 
considering  the  following  actions: 

1.  Designate  the  Federal  Aviation 
Agency,  Los  Angeles  ARTC  Center,  as 
the  "Controlling  agency”  for  the  China 
Lake  Restricted  Area  (R-2505)  and  the 
China  Lake  South  Restricted  Area 
(R-2506) . 

2.  Alter  §  601.7101,  Designation  of  the 
Continental  Control  Area,  to  include  the 
following  restricted  areas: 

(a)  Camp  Irwin,  Calif.,  Restricted 
Area  (R-2502) ; 

(b)  China  Lake,  Calif.,  Restricted 
Area  (R-2505) ; 

(c)  California  Complex  Restricted 
Area  (R-2508) ; 

(d)  Cuddeback  Dry  Lake,  Calif.,  Re¬ 
stricted  Area  (R-2509) ; 

(e)  Muroc  Lake,  Calif.,  Restricted 
Area  (R-2515) ; 

(f)  Trona,  Calif.,  Restricted  Area 
(R-2524) . 

3.  Designate  the  Palmdale,  Calif., 
Transition  Area  as  follows: 


The  area  extending  upward  from  1,200  feet 
above  the  surface  bounded  by  a  line  extend¬ 
ing  from  latitude  35°34'30"  N.,  longitude 
116°23’30''  W.;  thence  to  latitude  35°28'35" 
N.,  longitude  116°18'45"  W.;  thence  south 
along  longitude  116°18'45"  W.  to  the  north¬ 
west  boundary  of  low  altitude  VOR  Federal 
airway  No.  8  North;  thence  along  the  north¬ 
west  boundary  of  low  altitude  VOR  Federal 
airway  No.  8  North;  the  north  boundary  of 
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low  altitude  VOR  Federal  airway  No.  12;  the 
north  boundary  of  low  altitude  VOR  Federal 
airway  No.  137,  and  the  east  boundary  of  low 
altitude  VOR  Federal  airway  No.  23  and  low 
altitude  VOR  Federal  airway  No.  23  East  to 
latitude  35#36'00"  N..  longitude  119°01'30" 
W.:  thence  to  latitude  35°37'30"  N.,  longitude 
117°47'30"  W.;  thence  to  latitude  35°40'30" 
N.,  longitude  117*47'00"  W.;  thence  to  lati¬ 
tude  36°05'25"  N.,  longitude  117°52'00"  W.; 
thence  to  latitude  36°06'45"  N.,  longitude 
117°41'30"  W.;  thence  to  latitude  35°42'00" 
N„  longitude  117°35'45"  W.;  thence  to  lati¬ 
tude  35°36'00"  N.,  longitude  117°26'00''  W.; 
thence  to  latitude  35°25'00"  N.,  longitude 
117°26'00"  W.;  thence  to  latitude  35°25'00’' 
N.,  longitude  117°16'52"  W.;  thence  to  lati¬ 
tude  35°15'56"  N.,  longitude  117°16'52''  W.; 
thence  to  latitude  35°15'56"  N.,  longitude 
117°06’30"  W.;  thence  to  latitude  35°34'30" 
N..  longitude  116°29'40"  W.;  thence  to  point 
of  beginning. 

The  portions  of  this  transition  area 
that  coincide  with  Restricted  Areas 
R-2502,  R-2505,  R-2506,  R-2509,  R-2515, 
and  R-2524  would  be  used  only  after 
obtaining  prior  approval  from  the  ap¬ 
propriate  authority. 

4.  Designate  the  Victorville,  Calif., 
transition  area  as  follows:  The  area  ex¬ 
tending  upward  from  1200  feet  above 
the  surface  bounded  on  the  north  by 
low  altitude  VOR  Federal  airway  No.  12, 
on  the  southeast  by  low  altitude  VOR 
Federal  airway  No.  8  and  on  the  south¬ 
west  by  a  line  5  miles  southwest  of  and 
parallel  to  the  124°  True  radial  of  the 
Palmdale  VOR.  The  portion  of  this 
transition  area  that  coincides  with  the 
Victorville  (George  AFB)  Restricted 
Area/Military  Climb  Corridor  (R-2526) 
would  be  used  only  after  obtaining  prior 
approval  from  the  appropriate  authority. 

5.  Revoke  the  Edwards  AFB  control 
area  extension  (§  601.1085)  and  the 
Daggett,  Calif.,  control  area  extension 
(§  601.1189)  since  they  would  be  almost 
entirely  within  the  proposed  Palmdale 
transition  area. 

6.  Revoke  the  Victorville  control  area 
extension  (§601.1030)  since  it  would  be 
almost  entirely  within  the  proposed 


Victorville  and  Palmdale  transition 
areas. 

7.  Designate  the  NAF  China  Lake 
control  zone  within  a  5-mile  radius  of 
NAF  China  Lake  (latitude  35“41'15"  N., 
longitude  117°41'35"  W.),  within  a  one 
mile  radius  of  Ridgecrest-Davis,  Calif., 
Airport  (latitude  35°36'40"  N.,  longitude 
117°40'25"  W.)  and  within  2  miles  either 
side  of  the  350°  and  148°  True  radials 
of  the  NAF  China  Lake  TACAN  (latitude 
35°41'17"  N.,  longitude  117®41'17"  W.) 
extending  from  the  5-mile  radius  zone 
to  3  miles  north  and  southeast.  Inclu¬ 
sion  of  the  Ridgecrest-Davis  Airport 
within  the  NAF  China  Lake  control  zone 
would  provide  protection  for  aircraft 
operating  at  both  airports  during  Instru¬ 
ment  Flight  Rules  weather  conditions. 

8.  Designate  the  Edwards  AFB  control 
zone  within  a  5 -mile  radius  of  Edwards 
AFB  (latitude  34°54'20"  N.,  longitude 
117°52'55"  W.),  within  a  3-mile  radius 
of  Edwards  Air  Force  Auxiliary  North 
Base  (latitude  34°59T1"  N.,  longitude 
117®51'41"  W.)  and  within  2  miles 
either  side  of  the  Edwards  AFB  VOR 
239°  True  radial  extending  from  the 
5-mile  radius  zone  to  the  VOR  and 
within  2  miles  either  side  of  the  Ed¬ 
wards  VOR  239°  True  radial  extending 
from  the  5-mile  radius  zone  to  3  miles 
southwest.  Inclusion  of  the  North  Base 
within  Edwards  AFB  control  zone  would 
provide  protection  for  aircraft  operating 
at  both  airports  during  Instrument 
Flight  Rules  weather  conditions. 

9.  The  Victorville  control  zone  is  des¬ 
ignated  within  a  5 -mile  radius  of  George 
AFB  and  within  2  miles  either  side  of  a 
track  bearing  360®  True  from  George 
AFB  extending  from  the  5-mile  radius 
zone  to  15  miles  north  of  the  airbase. 
It  is  proposed  to  redesignate  this  control 
zone  within  a  5-mile  radius  of  George 
AFB  (latitude  34° 35 '50"  N.,  longitude 
117°22'35"  W.)  and  within  2  miles 
either  side  of  the  George  AFB  VOR  355® 
and  005°  True  radials  extending  from 
the  5-mile  zone  to  11  miles  north  of  the 
VOR.  This  would  provide  protection  for 


aircraft  executing  the  revised  instm 
rrumt  approach  procedures  at  George 

Interested  persons  may  submit  such 
written  data,  views  or  arguments  as  thev 
may  desire.  Communications  should  Z 
submitted  in  triplicate  to  the  Chief  Mr 
Traffic  Management  Field  Division  Fed 
eral  Aviation  Agency,  5651  West  Man* 
Chester  Avenue,  P.O.  Box  90007,  Airport 
Station,  Los  Angeles  45,  Calif.  All  com 
munications  received  within  thirty  days 
after  publication  of  this  notice  in  the 
Federal  Register  will  be  considered  be¬ 
fore  action  is  taken  on  the  proposed 
amendment.  No  public  hearing  is  con¬ 
templated  at  this  time,  but  arrangements 
for  informal  conferences  with  Federal 
Aviation  Agency  officials  may  be  made 
by  contacting  the  Regional  Air  Traffic 
Management  Field  Division  Chief,  or  the 
Chief,  Airspace  Utilization  Division 
Federal  Aviation  Agency,  Washington  25 
D.C.  Any  data,  views  or  arguments  pre¬ 
sented  during  such  conferences  must 
also  be  submitted  in  writing  in  accord¬ 
ance  with  this  notice  in  order  to  become 
part  of  the  record  for  consideration.  The 
proposal  contained  in  this  notice  may  be 
changed  in  the  light  of  comments  re¬ 
ceived. 

The  official  Docket  will  be  available  for 
examination  by  interested  persons  at  the 
Docket  Section,  Federal  Aviation  Agency, 
Room  B-316,  1711  New  York  Avenue 
NW.,  Washington  25,  D.C.  An  informal 
Docket  will  also  be  available  for  examin¬ 
ation  at  the  office  of  the  Regional  Air 
Traffic  Management  Field  Division 
Chief. 

This  amendment  is  proposed  under 
section  307(a)  of  the  Federal  Aviation 
Act  of  1958  (72  Stat.  749;  49  U.S.C.  1348). 

Issued  in  Washington,  D.C.,  on  May 
23, 1961. 

J.  R.  Bailey, 
Assistant  Chief, 
Airspace  Utilization  Division. 

|F.R.  Doc.  61-4938;  Filed,  May  26,  1961; 

8:45  a.m.| 


Notices 


department  of  the  interior 

Bureau  of  Land  Management 

[W-043373] 

WYOMING 

Notice  of  Partial  Termination  of  and 
Correction  of  Proposed  Withdrawal 
and  Reservation  of  Lands 

May  22, 1961. 

Notice  of  an  application  of  the  Forest 
ce^ice,  Department  of  Agriculture, 
Serial  Number  Wyoming  043373,  for 
withdrawal  and  reservation  of  lands  was 
published  as  Federal  Register  Document 
NO  56-7775,  on  page  7460  of  the  issue  of 
September  28,  1956.  The  applicant 

agency  has  cancelled  its  application  in¬ 
sofar  as  it  involves  the  lands  described 
below.  Therefore,  pursuant  to  the  regu¬ 
lations  contained  43  CFR,  Part  295,  such 
lands  will  be  at  10:00  a.m.,  on  June  26, 
1961,  relieved  of  the  segregated  effect  of 
the  above  mentioned  application. 

The  lands  involved  in  this  notice  of 
termination  are: 

Sixth  Principal  Meridian,  Wyoming 

BRIDGER  NATIONAL  FOREST 

Middle  Piney  Pasture  Administrative  Site 
T.80N.,  R.  115  W., 

Sec.  3,  E%SW%NW%,  W^SE^NW^. 

Elk  Creek  Ranger  Station  Administrative  Site 
T.  26  N.,  R.  117  W., 

Sec.  16.  E^SW^NEVi,  W^SE'/iNE^. 

Greys  River  Fork  Administrative  Site 

T.  37  N.,  R.  117  W., 

Sec.  27,  NW1/4SW14. 

The  above  areas  aggregate  120  acres. 
The  published  notice  described  in  the 
first  paragraph  hereof  is  corrected  as  to 
the  legal  description  of  the  following 
lands:  Kelly  Administrative  Site,  T.  26 
N..R.  117  W.,  Section  1  is  deleted  and 

replaced  with  Section  2,  and  Section  12 
is  deleted  and  replaced  by  Section  11. 
Green  River  Lakes  Recreational  Area, 
T.  39  N„  R.  108  W.,  Section  31.  the 
NW^SEVi  is  deleted  and  replaced  by 
the  NWV^NE1/^.  The  other  descriptions 
remain  as  originally  published. 

David  B.  Morgan, 
Acting  Land  Office  Manager. 

[F.R.  Doc.  61-4942;  Piled,  May  26,  1961; 
8:45  a.m.l 


DEPARTMENT  OF  COMMERCE 

Federal  Maritime  Board 

H.  L.  ZIEGLER,  INC.,  AND  CASTELAZO 
AND  ASSOCIATES 

Agreement  Filed  for  Approval 

Notice  is  hereby  given  that  the  follow¬ 
ing  described  agreement  has  been  filed 
with  the  Board  for  approval  pursuant 


to  section  15  of  the  Shipping  Act  1916 
(39  Stat.  733,  46  U.S.C.  814) : 

Agreement  No.  8666  between  H.  L. 
Ziegler,  Inc.,  Houston,  Texas,  and 
Castelazo  &  Associates,  Los  Angeles, 
California. 

The  agreement  is  a  cooperative  work¬ 
ing  arrangement  between  the  parties 
who  are  both  freight  forwarders  regis¬ 
tered  with  the  Federal  Maritime  Board 
pursuant  to  General  Order  72.  Each 
party  will  perform  freight  forwarding 
services  for  the  other  at  its  respective 
port,  the  party  performing  the  services 
to  retain  the  entire  forwarding  fee. 
Brokerage  obtained  in  connection  with 
these  shipments  is  to  be  divided  equally. 

Interested  parties  may  inspect  this 
agreement  and  obtain  copies  thereof  at 
the  Office  of  Regulations,  Federal  Mari¬ 
time  Board,  Washington,  D.C.,  and  may 
submit,  within  20  days  after  publication 
of  this  notice  in  the  Federal  Register, 
written  statements  with  reference  to  it, 
and  their  position  as  to  approval,  dis¬ 
approval,  or  modification  thereof,  to¬ 
gether  with  request  for  hearing  should 
such  hearing  be  desired. 

Dated:  May  24,  1961. 

By  order  of  the  Federal  Maritime 
Board. 

Thomas  Lisi, 
Secretary. 

[F.R.  Doc.  61-4956;  Filed,  May  26,  1961; 
8:48  a.m.] 

LYKES  BROS.  STEAMSHIP  CO.,  INC., 
AND  AHLM ANN-TRANSPORT  K.G. 

Notice  of  Agreement  Filed  With  the 
Board  for  Approval 

Notice  is  hereby  given  that  the  follow¬ 
ing  described  agreement  has  been  filed 
with  the  Board  for  approval  pursuant  to 
section  15  of  the  Shipping  Act,  1916  (39 
Stat.  733,  46  U.S.C.  814) : 

Agreement  No.  8634,  between  Lykes 
Bros.  Steamship  Co.,  Inc.,  and  Ahlmann- 
Transport  K.G.,  covers  a  through  bill¬ 
ing  arrangement  in  the  trade  from 
Danish  ports  to  U.S.  Gulf  ports,  with 
transhipment  at  Hamburg. 

Interested  parties  may  inspect  this 
agreement  and  obtain  copies  thereof  at 
the  Office  of  Regulations,  Federal  Mari¬ 
time  Board,  Washington,  D.C.,  and  may 
submit,  within  20  days  after  publication 
of  this  notice  in  the  Federal  Register, 
written  statements  with  reference  to  this 
agreement  and  their  position  as  to  ap¬ 
proval,  disapproval,  or  modification,  to¬ 
gether  with  request  for  hearing  should 
such  hearing  be  desired. 

Dated:  May  24,1961. 

By  order  of  the  Federal  Maritime 
Board. 

Thomas  Lisi, 
Secretary. 

[F.R.  Doc.  61-4954;  Filed,  May  26,  1961; 
8:47  ajn.] 


T.  A.  PROVENCE  AND  CO.  AND 
MAJOR  FORWARDING  CO.,  INC. 

Agreement  Filed  for  Approval 

Notice  is  hereby  given  that  the  follow¬ 
ing  described  agreement  has  been  filed 
with  the  Board  for  approval  pursuant  to 
section  15  of  the  Shipping  Act  1916  (39 
Stat.  733,  46  U.S.C.  814) : 

Agreement  No.  8667  between  T.  A. 
Provence  &  Co.,  Mobile,  Alabama,  and 
Major  Forwarding  Company,  Inc.,  New 
York,  New  York. 

Both  parties  are  freight  forwarders 
registered  with  the  Federal  Maritime 
Board  pursuant  to  General  Order  72. 
Under  the  agreement  the  Mobile  for¬ 
warder  will  perform  certain  freight  for¬ 
warding  services  for  the  New  York  for¬ 
warder  in  connection  with  shipments  of 
paper,  paper  products  and  woodpulp  for 
one-third  of  the  brokerage  received  on 
such  shipments.  For  services  rendered 
in  connection  with  shipments  of  other 
commodities,  the  forwarder  at  Mobile  is 
to  be  compensated  according  to  a  scale 
of  fees  plus  one-third  of  the  brokerage. 

Interested  parties  may  inspect  this 
agreement  and  obtain  copies  thereof  at 
the  Office  of  Regulations,  Federal  Mari¬ 
time  Board,  Washington,  D.C.,  and  may 
submit,  within  20  days  after  publication 
of  this  notice  in  the  Federal  Register, 
written  statements  with  reference  to  it, 
and  their  position  as  to  approval,  dis¬ 
approval,  or  modification  thereof,  to¬ 
gether  with  request  for  hearing  should 
such  hearing  be  desired. 

Dated:  May  24,  1961. 

By  order  of  the  Federal  Maritime 
Board. 

Thomas  Lisi, 
Secretary. 

[F.R.  Doc.  61-4955;  Filed,  May  26,  1961; 

8:47  a.m.] 


UNITED  STEAMSHIP  CO.  LTD.  AND 
A.  H.  BULL  STEAMSHIP  CO. 

Notice  of  Agreement  Filed  With  the 
Board  for  Approval 

Notice  is  hereby  given  that  the  follow¬ 
ing  described  agreement  has  been  filed 
with  the  Board  for  approval  pursuant  to 
section  15  of  the  Shipping  Act,  1916  (39 
Stat.  733, 46  U.S.C.  814) : 

Agreement  No.  8662,  between  The 
United  Steamship  Company  Limited  and 
A.  EL  Bull  Steamship  Co.,  covers  a 
through  billing  arrangement  in  the  trade 
from  Norway,  Sweden,  Finland,  Den¬ 
mark,  and  Poland  to  Puerto  Rico,  with 
transshipment  at  New  York,  Baltimore 
or  Philadelphia.  Agreement  No.  8662, 
upon  approval,  will  supersede  and  cancel 
approved  Agreement  No.  7828,  between 
The  United  Steamship  Company  Limited 
and  Bull  Insular  Line,  Inc.,  in  the  same 
trade. 

Interested  parties  may  inspect  this 
agreement  and  obtain  copies  thereof  at 
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the  Office  of  Regulations,  Federal  Mari¬ 
time  Board,  Washington,  D.C.,  and  may 
submit,  within  20  days  after  publication 
of  this  notice  in  the  Federal  Register, 
written  statements  with  reference  to  this 
agreement  and  their  position  as  to  ap¬ 
proval,  disapproval,  or  modification,  to¬ 
gether  with  request  for  hearing  should 
such  hearing  be  desired. 


Dated:  May  24, 1961. 

By  order  of  the  Federal  Maritime 
Board. 

Thomas  Lisi, 
Secretary. 

[F.R.  Doc.  61-4957;  Filed,  May  26,  1961; 
8:48  a.m.] 


CIVIL  AERONAUTICS  BOARD 

[Docket  11610  etc.] 

RESORT  AIRLINES,  INC.,  CERTIFICATE 
TRANSFER 

Notice  of  Oral  Argument 

Notice  is  hereby  given,  pursuant  to 
the  provisions  of  the  Federal  Aviation 
Act  of  1958,  as  amended,  that  oral  ar¬ 
gument  in  the  above-entitled  matter  has 
been  assigned  for  June  21,  1961,  at  10:00 
a.m.,  e.d.s.t.  in  Room  1027,  Universal 
Building,  Connecticut  and  Florida  Ave-. 
nues  NW.,  Washington,  D.C.,  before  the 
Board. 

Dated  at  Washington,  D.C.,  May  24, 
1961. 

[seal]  Francis  W.  Brown, 

Chief  Examiner. 

[F.R.  Doc.  61-4964;  Filed,  May  26,  1961; 
8:49  a.m.) 


FEDERAL  POWER  COMMISSION 

[Docket  Nos.  10784  etc.] 

CALIFORNIA  CO.  ET  AL. 

Order  Redesignating  Proceedings  and 
Accepting  Modification  of  Cor¬ 
porate  Undertakings 

May  22,  1961. 

The  California  Company,  a  Division 
of  California  Oil  Company,  (formerly 
The  California  Company),  Docket  Nos. 
G-10784,  G-14313,  G-15836,  G-15837, 
G-16682,  G-19535,  G-20346. 

On  February  13,  1961,  The  California 
Company,  a  Division  of  California  Oil 
Company,  filed  a  motion  to  be  substituted 
for  The  California  Company,  as  respond¬ 
ent  in  the  above-named  dockets,1  which, 
except  Docket  No.  G-10784,  pertain  to 
rate  proceedings  instituted  under  section 
4(e)  of  the  Natural  Gas  Act.  Included 
with  said  motion  was  an  adoption  and 
ratification  of  the  corporate  under¬ 
takings  which  have  heretofore  been  ac¬ 
cepted  for  filing  in  all  the  subject 
dockets  except  Docket  No.  G-10784, 
which  said  Docket  pertains  to  a  rate 
proceeding  instituted  under  section  5  of 
the  Natural  Gas  Act. 


1  For  the  reasons  indicated  below  the  mo¬ 
tion  is  being  considered  as  a  motion  to  re¬ 
designate  proceedings. 


In  support  of  its  motion  The  Cali¬ 
fornia  Company,  a  Division  of  California 
Oil  Company  states  that  several  cor¬ 
porations  merged  into  one  corporation, 
the  surviving  corporation  being  The 
California  Company  under  the  new 
name  of  California  Oil  Company.  Fur¬ 
ther  it  states  that  after  December  31, 
1960,  the  effective  date  of  the  Agree¬ 
ment  of  Merger,  all  exploration  and  pro¬ 
duction  operations  and  related  activities 
of  California  Oil  Company  in  the  south¬ 
eastern  portion  of  the  United  States  will 
be  conducted  by  The  California  Com¬ 
pany,  a  Division  of  California  Oil  Com¬ 
pany.  By  letter  dated  April  12,  1961,  the 
Commission  redesignated  the  filed  rate 
schedules  of  the  Company  to  reflect  the 
change  in  the  corporate  name. 

The  Commission  finds: 

(1)  The  above-proceedings  should  be 
redesignated  The  California  Company,  a 
Division  of  California  Oil  Company. 

(2)  The  adoption  and  ratification 
should  be  accepted  merely  as  a  modifi¬ 
cation  of  each  to  reflect  the  change  in 
corporate  name. 

The  Commission  orders: 

(A)  The  motion  to  redesignate  pro¬ 
ceedings  is  granted  and  the  aforelisted 
proceedings  are  redesignated  The  Cali¬ 
fornia  Company,  a  Division  of  California 
Oil  Company. 

(B)  The  adoption  and  ratification  of 
the  aforementioned  corporate  under¬ 
takings  by  The  California  Company,  a 
Division  of  California  Oil  Company  is 
accepted  as  a  modification  of  each 
undertaking  to  reflect  the  change  in  cor¬ 
porate  name. 

By  the  Commission. 

Joseph  H.  Gutride, 
Secretary. 

[F.R.  Doc.  61-4939;  Filed,  May  26,  1961; 

8:45  a.m.] 


[Docket  Nos.  G-13376,  etc.] 

CITIES  SERVICE  PETROLEUM  CO. 

Order  Redesignating  Respondent 

May  22, 1961. 

Cities  Service  Petroleum  Company 
(formerly  Cities  Service  Oil  Company), 
Docket  Nos.  G-13376,1  G-13715,1  G- 
14723, 1  G-14724,1  G-15210,1  G-15564, 
G-16123,1  G-16652,  G-17313,  G-19322, 
G-19636,  G-19637,  G-20274,  G-20393, 
G-20394,  G-20395,  G-20558,  RI60-143, 
RI60-168,  RI60-244,  RI61-82,  RI61-165, 
RI61-166. 

On  January  12,  1961,  in  the  above 
designated  proceedings.  Cities  Service 
Oil  Company  and  Cities  Service  Petro¬ 
leum  Company,  filed  a  petition  request¬ 
ing  the  name  of  the  Respondent,  Cities 
Service  Oil  Company,  be  changed  to 
Cities  Service  Petroleum  Company. 

In  support  of  their  petition,  Cities 
Service  Oil  Company  and  Cities  Service 
Petroleum  Company  state  that.  Cities 
Service  Oil  Company  changed  its  name 
to  Cities  Service  Petroleum  Company, 
effective  December  27,  1960. 


1  These  dockets  have  been  consolidated 
with  the  proceedings  in  Cities  Service  Pro¬ 
duction  Company  (Operator)  et  al..  Docket 
Nos.  G-9510,  et  al. 


The  Commission  finds:  Good  cause 
has  been  shown  to  redesignate  the  Re 
spondent  in  the  above  designated  pro 
ceedings. 

The  Commission  orders:  The  above 
designated  proceedings  will  hereafter  be 
designated  as  Cities  Service  Petroleum 
Company. 

By  the  Commission. 

Joseph  H.  Gutride, 
Secretary . 

[F.R.  Doc.  61-4940;  Filed,  May  26,  l9«i 
8:45  a.m.] 


|  Project  No.  2130] 

PACIFIC  GAS  AND  ELECTRIC  CO. 

California;  Notice  of  Modification  of 
Land  Withdrawal 

May  23, 1961. 

On  September  22,  1926,  this  Commis¬ 
sion  gave  notice  to  the  General  Land 
Office  (now  the  Bureau  of  Land  Man¬ 
agement)  of  the  reservation  of  860  acres 
of  lands  of  the  United  States  pursuant 
to  the  filing  of  an  application  for  li¬ 
cense  by  the  Sierra  and  San  Francisco 
Power  Company  for  Project  No.  708. 
Commission  letters  of  May  28  and 
July  1,  1938,  as  superseded  and  modi¬ 
fied  by  letters  of  April  28  and  August  2, 
1941,  gave  notice  to  that  office  of  the 
reservation  of  approximately  1,397  acres 
of  United  States  lands  pursuant  to  the 
filing  of  an  original  and  an  amendatory 
application  by  the  Sierra  and  San  Fran- 
cisco  Power  Company  for  Project  No. 
1318.  In  addition,  by  withdrawal  notice 
of  October  15,  1956,  this  Commission 
gave  notice  that  the  Pacific  Gas  and 
Electric  Company,  the  successor  in  in¬ 
terest  to  the  Sierra  and  San  Francisco 
Power  Company  as  licensee  for  Projects 
No.  708  and  1318,  had  filed  an  applica¬ 
tion  for  major  license  on  April  16,  1953, 
as  supplemented  by  an  application  of 
January  4,  1955,  to  include  the  two 
above-mentioned  constructed  projects 
under  a  single  license  as  Project  No.  2130. 
An  additional  20.5  acres  of  United  States 
lands  were  reserved  by  this  notice  (The 
license  for  Project  No.  2130,  issued  ef¬ 
fective  January  1,  1955,  effected  this 
merger  and  maps  showing  the  project 
area  were  redesignated  as  F.P.C.  Nos. 
2130-13  through  2130-15  and  2130-17 
through  2130-25).  By  withdrawal  no¬ 
tice  of  July  15,  1959,  based  on  an  appli¬ 
cation  for  amendment  to  the  license  for 
Project  No.  2130,  approximately  109 
acres  of  United  States  lands  were  re¬ 
served  to  provide  for  a  new  Stanislaus 
power  plant  and  related  facilities,  upon 
retirement  of  the  existing  facilities,  as 
noted  on  map  Exhibit  K-10-D  (FPC  No. 
2130-37).  All  but  3  acres  of  this  109 
acres  had  been  previously  included  in 
the  project  area,  so  the  total  area  of 
United  States  lands  withdrawn  for 
Project  No.  2130,  after  promulgation  of 
the  notice  of  July  15,  1959,  was  approxi¬ 
mately  2,280.5  acres. 

On  February  28,  1961,  the  Pacific  Gas 
and  Electric  Company  filed  an  applica¬ 
tion  for  amendment  of  their  license  to 
provide  for  the  relocation  of  the  Stanis¬ 
laus  afterbay,  as  delimited  on  Revised 
Exhibit  K-10-D  (FPC  No.  2130-40). 
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Therefore,  in  accordance  with  section 
94  of  the  Federal  Power  Act  of  June  10, 
,920  notice  is  hereby  given  that  the 
limds  hereinafter  described,  insofar  as 
title  thereto  remains  in  the  United 
states,  are  included  in  power  Project 
No  2130  for  which  completed  amenda¬ 
tory  application  for  license  was  filed 
February  28,  1961.  Under  said  section 
24  these  lands  are  from  date  of  filing 
reserved  from  all  forms  of  disposal  under 
the  laws  of  the  United  States  until  other¬ 
wise  directed  by  the  Commission  or  by 
Congress. 

Mount  Diablo  Meridian 

All  portions  of  the  following  subdivi¬ 
sions  lying  within  the  project  boundary 
as  delimited  on  map  designated  as  K-10- 
D  Revised  February  21,  1961  (FPC  No. 
2130—40) ,  entitled  “Plan  of  Stanislaus 
Forebay,  Conduits,  Powerhouse,  and 
Afterbay,  Pacific  Gas  and  Electric  Co.,” 
filed  in  the  Federal  Power  Commission 
February  28,  1961,  superseding  Exhibit 
K-10-D  (FPC  No.  2130-37)  : 

T.3N..R.  14  E„ 

Sec.  12:  NE^  of  Lot  4. 

T.3N..R.  15  E., 

Sec  6:  SE14  Lot  9,  unpaten  ted  portion  Lot 
10,  NWy4SE*/4,  NW/4SW1/4SEI/4,  ne>/4 
and  S‘/2  Lot  2; 

Sec.  7:  N'/2  Lot  1. 

This  notice  modifies  and  supersedes 
that  given  April  28,  1941,  in  connection 
with  Project  No.  1318  (redesignated  Oc¬ 
tober  15,  1956,  as  Project  No.  2130) ,  in¬ 
sofar  as  it  refers  to  the  location  of  the 
Stanislaus  Tunnel  and  Powerhouse 
located  in  portions  of  the  above -noted 
subdivisions,  and  supersedes  in  its  en¬ 
tirety  that  given  on  July  15, 1959,  in  con¬ 
nection  with  Project  No.  2130. 

The  area  reserved  under  this  notice 
is  approximately  113.38  acres  of  United 
States  lands,  all  of  which  have  been  here¬ 
tofore  reserved  for  power  purposes  under 
Project  No.  2130,  Power  Site  Reserve 
No.  86,  or  Power  Site  Classification  No. 
220.  The  lands  in  T.  3  N.,  R.  15  E.,  noted 
above,  are  within  the  Stanislaus  Na¬ 
tional  Forest. 

Copies  of  the  amendatory  project  map 
Exhibit  K-10-D  (FPC  No.  2130-40)  have 
been  transmitted  to  the  Bureau  of  Land 
Management,  Geological  Survey,  and 
Forest  Service. 

By  direction  of  the  Commission: 

Joseph  H.  Gutride, 

Secretary. 

[F.R.  Doc.  61-4941;  Filed,  May  26.  1961; 

8:45  a.m.J 

INTERSTATE  COMMERCE 
COMMISSION 

FOURTH  SECTION  APPLICATIONS 
FOR  RELIEF 

May  24, 1961. 

Protests  to  the  granting  of  an  appli¬ 
cation  must  be  prepared  in  accordance 
with  Rule  40  of  the  general  rules  of  prac¬ 
tice  (49  CFR  1.40)  and  filed  within  15 
days  from  the  date  of  publication  of  this 
notice  in  the  Federal  Register. 

No.  102 - 10 


Long-and-Short  Haul 

FSA  No.  37151 :  Joint  rail — Motor  rates 
from  and  to  southern  territory.  Filed  by 
Southern  Motor  Carriers  Rate  Confer¬ 
ence,  Agent  (No.  63),  for  interested  car¬ 
riers.  Rates  on  various  commodities, 
moving  on  class  or  commodity  rates, 
loaded  in  highway  trailers  of  the  motor 
carriers  over  the  highways,  thence  trans¬ 
ported  on  railroad  flat  cars  of  rail  car¬ 
riers,  between  points  in  southern  ter¬ 
ritory,  on  the  one  hand,  and  points  in 
New  England,  middle  Atlantic,  middle- 
west  and  southwestern  territories,  on  the 
other. 

Grounds  for  relief:  Rail-truck  com- 
petion. 

By  the  Commission. 

I  seal]  Harold  D.  McCoy, 

Secretary. 

|  F.R.  Doc.  61-4958;  Filed,  May  26,  1961; 

8:48  a.m.] 


|  Notice  500] 

MOTOR  CARRIER  TRANSFER 
PROCEEDINGS 

May  24, 1961. 

Synopses  of  orders  entered  pursuant 
to  section  212(b)  of  the  Interstate  Com¬ 
merce  Act,  and  rules  and  regulations  pre¬ 
scribed  thereunder  (49  CFR  Part  179), 
appear  below: 

As  provided  in  the  Commission’s  spe¬ 
cial  rules  of  practice  any  interested  per¬ 
son  may  file  a  petition  seeking  recon¬ 
sideration  of  the  following  numbered 
proceedings  within  20  days  from  the  date 
of  publication  of  this  notice.  Pursuant 
to  section  17(8)  of  the  Interstate  Com¬ 
merce  Act,  the  filing  of  such  a  petition 
will  postpone  the  effective  date  of  the 
order  in  that  proceeding  pending  its  dis¬ 
position.  The  matters  relied  upon  by 
petitioners  must  be  specified  in  their 
petitions  with  particularity. 

No.  MC-FC  63538.  By  order  of 
May  19,  1961,  the  Transfer  Board  ap¬ 
proved  the  transfer  to  Anthony  Balio, 
doing  business  as  B  &  R  Trucking  Com¬ 
pany,  Frankfort,  N.Y.,  of  Certificates  Nos. 
MC  78039,  MC  78039  Sub  5,  and  MC 
78039  Sub  8,  issued  May  24, 1943,  June  26, 
1950,  and  May  22,  1952,  respectively,  to 
Anthony  Balio,  Louis  Balio,  and  Philip 
Ruggiero,  a  partnership,  doing  business 
as  B  &  R  Trucking  Company,  Frankfort, 
N.Y.,  authorizing  the  transportation  of 
general  commodities,  excluding  house¬ 
hold  goods,  over  irregular  routes,  from 
points  in  New  Jersey  and  Pennsylvania, 
to  Utica,  N.Y.,  and  points  within  20 
miles  of  Utica;  soft  drinks  and  malt 
beverages,  from  Utica,  N.Y.,  to  points  in 
New  Jersey  and  Pennsylvania;  boilers, 
radiators,  and  heating  equipment  and 
parts  thereof,  from  Utica  and  Whites- 
boro,  N.Y.,  to  points  in  9  specified  New 
Jersey  Counties  and  to  24  specified 
Pennsylvania  Counties;  granite  and 
monuments,  from  Barre,  Vt.,  to  Frank¬ 
fort,  N.Y.;  metal  products,  electrical 
equipment  and  machinery,  materials, 
equipment,  and  supplies  used  in  the 
manufacture  and  distribution  of  such 
commodities,  from  Utica,  N.Y.,  and 
points  within  20  miles  thereof,  to  New 


York,  N.Y.,  all  points  in  New  Jersey,  and 
to  points  in  Pennsylvania  on  and  east 
of  U.S.  Highway  15;  and  general  com¬ 
modities,  excluding  household  goods  and 
commodities  in  bulk,  between  Utica, 
N.Y.,  and  Watertown,  N.Y.,  all  inter¬ 
mediate  points,  and  the  off-route  points 
of  Beaver  Falls,  Croghan  Port  Leyden, 
Castorland,  and  Glenfield,  N.Y.  John  J. 
Brady,  Jr.,  75  State  Street,  Albany,  N.Y., 
attorney  for  applicants. 

No.  MC-FC  63994.  By  order  of 
May  19,  1961,  the  Transfer  Board  ap¬ 
proved  the  transfer  to  John  G.  Riedesel, 
doing  business  as  Riedesel  Truck  Line, 
Box  11,  Kirk,  Colo.,  of  Certificates  Nos. 
MC  103331  and  MC  103331  Sub  1.  is¬ 
sued  October  20,  1950,  and  July  26,  1955, 
to  John  G.  Riedesel  and  E.  L.  Riedesel, 
doing  business  as  Riedesel  Truck  Line, 
Box  11,  Kirk,  Colo.,  authorizing  the 
transportation  of:  Livestock  and  grain, 
from  points  in  Yuma,  and  Kit  Carson 
Counties,  Colo.,  to  St.  Francis,  Kans.; 
general  commodities,  excluding  house¬ 
hold  goods,  and  other  specified  com¬ 
modities,  between  Denver,  Colo.,  on  the 
one  hand,  and,  on  the  other,  Kirk,  Colo., 
and  points  within  15  miles  of  Kirk,  ex¬ 
cept  Cope  and  Idalia,  Colo.,  and  between 
points  in  Yuma,  Kit  Carson,  and  Wash¬ 
ington  Counties,  Colo.,  on  the  one  hand, 
and,  on  the  other,  rail  heads  in  Yuma, 
Kit  Carson,  and  Washington  Counties, 
Colo.;  and  livestock,  agricultural  com¬ 
modities,  feed,  fertilizer,  farm  machin¬ 
ery  and  implements  and  parts  therefor, 
and  emigrant  movables,  between  points 
in  Colorado  as  specified,  and  between 
Colorado  points  as  specified  on  the  one 
hand,  and  on  the  other  points  in 
Nebraska  and  Kansas  as  specified. 

No.  MC-FC  64130.  By  order  of 
May  18,  1961,  the  Transfer  Board  ap¬ 
proved  the  transfer  to  John  Nalence, 
Lambertville,  N.J.,  of  Certificate  No.  MC 
42556,  issued  November  29,  1960,  to 
Donald  M.  Klockner  and  John  Nalence, 
a  partnership,  doing  business  as  Klock¬ 
ner  &  Nalence,  authorizing  the  trans¬ 
portation  over  irregular  routes,  of  sand 
and  gravel,  crushed  stone,  fertilizer, 
millboard,  scrap  brass,  potatoes,  clay, 
and  damaged  and  rejected  shipments  of 
clay,  from  and  to  specified  points  vary¬ 
ing  with  the  commodities  transported, 
in  Pennsylvania,  New  Jersey,  New  York, 
and  Maryland.  Robert  Watkins,  170 
South  Broad  Street,  Trenton,  N.J.,  at¬ 
torney  for  applicants. 

No.  MC-FC  64142.  By  order  of  May 
18,  1961,  the  Transfer  Board  approved 
the  transfer  to  Francis  Joseph  Toomey 
of  Certificate  No.  MC  73011  issued  Janu¬ 
ary  29,  1958,  to  Frank  Luchini,  Pitts¬ 
burgh,  Pa.,  authorizing  the  transporta¬ 
tion  of  glass  products,  rubber  products, 
toys,  iron  and  steel  products,  and  furni¬ 
ture,  over  regular  routes,  between  Jean¬ 
nette,  Pa.,  and  Pittsburgh,  Pa.,  serving 
the  off -route  points  of  Grapeville,  Pa., 
from  Jeannette  over  Pa.  Highway  993  to 
junction  U.S.  Highway  22,  thence  over 
U.S.  Highway  22  to  Pittsburgh,  and  re¬ 
turn  over  the  same  route;  and  from 
Jeannette  over  unnumbered  highway  to 
junction  U.S.  Highway  30,  thence  over 
U.S.  Highway  30  to  Pittsburgh,  and  re¬ 
turn  over  the  same  route.  John  B.  Con- 
ly,  416  Frick  Building,  Pittsburgh  19. 
Pa.,  attorney  for  transferee  and  Frank 
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Luchini,  932  Jones  Law  Building,  Pitts¬ 
burgh  19,  Pa.,  attorney  for  transferor. 

No.  MC-PC  64147.  By  order  of  May 
19,  1961,  the  Transfer  Board  approved 
the  transfer  to  H  &  W  Motor  Express 
Company,  a  corporation,  3000  Elm  Street, 
Dubuque,  Iowa,  of  Corrected  Certificate 
in  No.  MC  69224  and  Certificate  No.  MC 
69224  Sub  28,  issued  August  28,  1957, 
and  April  5,  1961,  respectively  to  Urban 
J.  Haas  and  Cyril  H.  Wissel,  a  partner¬ 
ship,  doing  business  as  H  &  W  Motor 
Express  Company,  3000  Elm  Street, 
Dubuque,  Iowa,  authorizing  the  trans¬ 
portation  of:  General  commodities, 
serving  points  in  Dubuque  and  Peru 
Townships,  Dubuque,  Iowa,  Davenport, 
Iowa-Rock  Island  and  Moline,  Ill.,  Com¬ 
mercial  Zone;  general  commodities,  ex¬ 
cluding  household  goods,  commodities 
in  bulk  and  other  specified  commodities, 
serving  the  Savanna  Ordnance  Plant, 
near  Savanna,  Ill.,  in  connection  with 
operations  over  Illinois  Highway  80,  re¬ 
stricted  to  shipments  moving  from  or  to 
points  in  the  Minneapolis-St.  Paul, 
Minn.,  Commercial  Zone,  serving  the 
Joliet  Arsenal,  near  Joliet,  Ill.,  in  con¬ 
nection  with  operations  from  and  to 
Chicago,  Ill.,  with  restrictions;  general 
commodities,  between  points  in  Iowa, 
Illinois,  and  Minnesota;  general  com¬ 
modities,  except  those  of  unusual  value, 
between  St.  Paul,  Minn.,  and  East  Mo¬ 
line,  Ill.,  serving  intermediate  and  off- 
route  points  in  Iowa,  Illinois,  and  Min¬ 
nesota;  between  Minneapolis,  Minn.,  and 
Farmington,  Minn.,  and  points  in  Iowa, 
HI.,  and  points  in  Minnesota;  between 
Rockford,  Ill.,  and  points  in  Iowa,  Ill., 
and  Minnesota;  between  Warren,  Ill., 
and  points  in  Iowa,  Hlinois,  and  Min¬ 
nesota;  between  Clinton,  Iowa,  and  vari¬ 
ous  points  in  Iowa ;  general  commodities, 
excluding  household  goods,  commodities 
in  bulk,  and  other  specified  commodities 
between  points  in  niinois  and  Iowa; 
general  commodities,  excluding  house¬ 
hold  goods,  commodities  in  bulk,  and 
other  specified  commodities,  between 
points  in  Iowa;  between  points  in  Min¬ 
nesota;  general  commodities,  except 
commodities  of  unusual  value,  between 
points  in  Iowa,  serving  points  in  the 
Minneapolis-St.  Paul,  Minn.  Commercial 
Zone,  serving  within  12  miles  of  Central 
Post  Office,  Des  Moines,  Iowa,  with  ex¬ 
ceptions;  general  commodities,  over  ir¬ 
regular  routes,  excluding  household 
goods,  commodities  in  bulk,  and  other 
specified  commodities,  between  Clinton, 
Iowa,  and  points  in  Iowa  within  two 
miles  of  Clinton;  vinegar,  from  Free¬ 
port,  HI.,  to  points  in  Iowa;  petroleum 
products,  in  containers,  and  anti-freeze 
compounds,  from  points  in  Iowa,  to 
points  in  Illinois;  malt  beverages,  from 
Mankato,  Minn.,  to  Dubuque,  Iowa,  and 
East  Dubuque,  Ill.;  and  empty  malt- 
beverage  containers  from  East  Dubuque, 
HI.,  and  Dubuque,  Iowa,  to  Mankato, 
Minn.;  packinghouse  products,  from 
Dubuque,  Iowa,  to  points  in  Illinois; 
building  supplies  and  materials,  sheet 
metal  products,  culverts,  builders’  hard¬ 
ware,  and  construction  materials,  from 
Dubuque,  Iowa,  to  points  in  Illinois,  and 
Minnesota;  metal  and  woodworking 
machinery,  and  automatic-sprinkler  sys¬ 
tems,  in  truckload  lots,  including  pipe, 


fittings,  equipment  and  tools  necessary 
for  installation  thereof,  from  Rockford, 
HI.,  to  points  in  Iowa  and  Minnesota; 
iron  and  steel  tanks,  from  Dubuque, 
Iowa,  to  points  in  Hlinois;  agricultural 
implements  and  agricultural  implement 
parts  from  Rock  Island,  and  other 
points  in  Hlinois  to  points  in  Iowa;  auto¬ 
mobile  tires  and  tubes,  in  truckload  lots, 
from  Dubuque,  Iowa,  to  points  in  Illi¬ 
nois;  butter,  poultry,  and  eggs,  from 
points  in  Iowa,  to  points  in  Illinois; 
grains,  milled  grains,  milled  feeds,  and 
seeds,  from  points  in  Minnesota  to  points 
in  Iowa,  and  Illinois;  bakery  products, 
from  Dubuque  and  Davenport,  Iowa,  to 
Duluth,  Minn.;  arms,  ammunition,  and 
military  ordnance,  including  light  and 
heavy  field  pieces  and  automatic  fire¬ 
arms,  from  Rock  Island  Arsenal,  HI.,  to 
points  in  Hlinois,  Minnesota,  and  Iowa; 
cheese,  sandwich  spread,  and  related 
articles,  from  Freeport,  HI.,  to  Marshall¬ 
town,  and  other  points  in  Iowa;  electric 
powerline  construction  materials  and 
equipment,  between  points  in  Iowa,  on 
the  one  hand,  and,  on  the  other,  points 
in  Minnesota  within  75  miles  of  Dubuque, 
Iowa ;  dairy  products  and  dairy  and 
creamery  supplies,  between  Dubuque, 
Iowa,  on  the  one  hand,  and,  on  the  other, 
points  in  Minnesota;  and  general  com¬ 
modities,  except  Classes  A  and  B,  ex¬ 
plosives,  and  commodities  of  unusual 
value,  serving  the  plant  site  of  J.  I.  Case 
Company,  one  mile  north  of  Junction  of 
Minnesota  Highways  55  and  49. 

No.  MC-FC  64154.  By  order  of  May 
18,  1961,  the  Transfer  Board  approved 
the  transfer  to  R.  R.  Scheibler,  doing 
business  as  Wessel  Truck  Line,  Benning¬ 
ton,  Kans.,  of  Certificate  No.  MC  50849 
issued  May  8,  1951,  to  Ralph  Wessel  and 
R.  R.  Scheibler,  a  partnership,  doing 
business  as  Wessel  Truck  Line,  Benning¬ 
ton,  Kans.,  authorizing  the  transporta¬ 
tion  over  regular  and  irregular  routes, 
of  livestock,  from  points  in  Kansas,  to 
Kansas  City,  Kans.,  and  Kansas  City  and 
St.  Joseph,  Mo.;  furniture,  hardware, 
farm  machinery  and  farm  implements, 
from  Kansas  City,  Mo.,  to  Lincoln,  Kans., 
thence  to  Barnard,  Milo,  and  Ada,  Kans., 
and  points  within  15  miles  of  Benning¬ 
ton,  Kans.;  livestock,  over  regular  routes, 
from  Hunter,  Kans.,  to  Kansas  City,  Mo. ; 
and  between  Bennington,  Kans.,  and 
Kansas  City,  Mo. ;  farm  machinery,  over 
regular  routes,  from  Kansas  City  to  Ben¬ 
nington;  general  commodities,  excluding 
household  goods  and  commodities  in 
bulk,  from  Kansas  City,  Mo.,  to  Benning¬ 
ton  and  Salina,  Kans.;  oil  and  grease,  in 
containers,  and  feed,  from  Kansas  City, 
Mo.,  to  Beloit,  Kans.;  underground  stor¬ 
age  tanks,  from  Kansas  City,  Mo.,  to 
Vesper,  Kans.;  agricultural  implements 
and  machinery,  pipe,  hardware  and  feed, 
between  Kansas  City,  Mo.,  and  Hunter, 
Kans.;  feed,  between  Kansas  City,  Mo., 
and  Sylvan  Grove,  Kans.;  grain,  over 
irregular  routes,  from  points  in  that  part 
of  Nebraska  on  and  east  of  U.S.  High¬ 
way  183  from  the  Nebr.-Kans.  State  line 
to  junction  with  U.S.  30,  and  on  and 
south  of  U.S.  30  to  Ohio-Nebr.  State  line, 
to  points  in  Salina  and  Ottawa  Counties, 
Kans.;  processed  feeds,  from  Crete, 
Nebr.,  to  Salina,  Kans.,  groceries  from 
Kansas  City,  Mo.,  and  Kansas  City, 


Kans.,  to  Salina,  Kans. ;  such  merchan¬ 
dise  as  dealt  in  by  retail,  and  chain  gro¬ 
cery  and  food  business  houses,  and  in 
connection  therewith,  equipment,  mate¬ 
rials,  and  supplies,  used  in  the  conduct 
of  such  business,  from  Kansas  City,  Mo 
to  Abilene,  Ada,  Cawker  City,  Ellsworth! 
Glen  Elder,  Junction  City,  Leonard- 
ville,  Lucas,  Manhattan,  Miltonvale' 
Riley,  St.  Marys,  Wamego,  and  Wilson! 
Kans. ;  petroleum  products  in  containers, 
from  Kansas  City,  Mo.,  to  Abilene  and 
Junction  City,  Kans.,  feed,  from  St.  Jo¬ 
seph,  Mo.,  to  Bennington,  Kans.,  and 
points  within  15  miles  thereof;  livestock  * 
eggs,  grain,  and  hay,  from  Gypsum 
Kans.,  and  points  within  20  miles  of 
Gypsum,  to  Kansas  City,  Kans.,  and 
Kansas  City,  Mo.;  livestock,  feed,  seeds, 
building  materials,  fencing  materials, 
farm  machinery  and  parts,  agricultural 
implements  and  parts,  petroleum,  prod¬ 
ucts  in  containers,  and  service  station 
equipment  and  supplies,  from  Kansas 
City,  Mo.,  and  Kansas  City,  Kans.,  to 
Gypsum,  Kans.,  and  points  within  20 
miles  of  Gypsum;  livestock,  between 
Bennington,  Kans.,  and  specified  por¬ 
tions  of  Kansas  and  Missouri;  and  agri¬ 
cultural  implements,  between  Kansas 
City,  and  North  Kansas  City,  Mo.,  and 
Kansas  City,  Kans.,  on  the  one  hand, 
and,  on  the  other,  points  in  Lincoln 
County,  Kans. 

No.  MC-FC  64165.  By  order  of  May 

18,  1961,  the  Transfer  Board  approved 
the  transfer  to  Clifton  Arnott,  Sussex, 
N.J.,  of  Certificate  No.  MC  116447,  issued 
April  10,  1958,  to  David  B.  Simmons, 
Sussex,  N.J.,  authorizing  the  transporta¬ 
tion  of  coal,  over  irregular  routes,  from 
points  in  Lackawanna  County,  Pa.,  and 
points  in  Luzerne  County,  Pa.  (except 
Hazleton,  Pa.,  and  points  within  8 
miles  thereof) ,  to  Andover,  Branchville, 
Franklin,  Ogdensburg,  and  Sussex,  N.J. 
Bert  Collins,  140  Cedar  Street,  New  York, 
N.Y.,  representative  for  applicants. 

No.  MC-FC  64166.  By  order  of  May 

19,  1961,  the  Transfer  Board  approved 
the  transfer  to  United  Motor  Freight, 
Inc.,  Lansing,  Mich.,  of  Certificates  in 
Nos.  MC  112590  Sub  1  and  MC  112590 
Sub  2,  issued  April  2,  1959,  and  April  29, 
1960,  respectively,  to  Robert  J.  Parker, 
doing  business  as  United  Motor  Freight, 
Lansing,  Mich.,  authorizing  the  trans¬ 
portation  of:  General  commodities,  ex¬ 
cluding  household  goods,  commodities 
in  bulk,  and  other  specified  commodities, 
between  Lansing  and  Flint,  Mich.,  on  the 
one  hand,  and,  on  the  other,  the  Willow 
Run  Airport  and  the  Wayne  Major  Air¬ 
port,  located  near  Detroit,  Mich.,  and 
between  Jackson,  Mich.,  and  the  Willow 
Run  Airport  and  the  Wayne  Major  Air¬ 
port,  near  Detroit,  Mich.,  serving  no 
intermediate  points.  Ronald  R.  Pente¬ 
cost,  1400  Michigan  National  Tower, 
Lansing,  Mich.,  attorney  for  applicants. 

No.  MC-FC  64172.  By  order  of  May 
19,  1961,  the  Transfer  Board  approved 
the  transfer  to  Bondy  Cartage  Limited, 
a  corporation,  Windsor,  Ontario,  Can¬ 
ada,  of  Certificate  in  No.  MC  105625  Sub 
1,  issued  July  30,  1948,  to  H.  Bondy,  do¬ 
ing  business  as  Bondy  Cartage,  Windsor, 
Ontario,  Canada,  authorizing  the  trans¬ 
portation  of:  General  commodities,  ex¬ 
cluding  household  goods,  commodities  in 
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hulk  and  other  specified  commodities 
hrtween  points  in  the  Detroit,  Mich., 
rommercial  Zone,  on  the  one  hand,  and. 
nn  the  other,  the  boundary  of  the  United 
States  and  Canada  at  Detroit,  Mich. 
pex  Eames,  1800  Buhl  Building,  Detroit 
96  Mich.,  attorney  for  applicants. 

No  MC-FC  64174.  By  order  of  May  18, 
i96i  the  Transfer  Board  approved  the 
transfer  to  Ray  L.  Brandt,  York,  Pa.,  of 
Certificates  Nos.  MC  11107  Sub  5  and  MC 
11107  Sub  7,  issued  December  4,  1950, 
and  November  27,  1956,  to  Orville  K. 
McCleary,  Stewartstown,  Pa.,  authoriz¬ 
ing  the  transportation  of  ground  lime¬ 
stone  and  lime,  over  irregular  routes, 
from  Thomasville,  Pa.,  and  points  within 
2  miles  of  Thomasville,  to  Baltimore, 
Md.,  and  to  points  in  Baltimore,  Harford, 
Carroll,  Cecil,  and  Frederick  Counties; 
and  agricultural  limestone,  in  bulk,  over 
irregular  routes,  from  Thomasville,  Pa., 
and  points  within  5  miles  thereof,  except 
points  in  West  Manchester  Township, 
Pa.,  to  points  in  Maryland,  Delaware, 
and  New  Jersey.  Dale  C.  Dillon,  1825 
Jefferson  Place  NW.,  Washington,  D.C., 
attorney  for  applicants. 

No.  MC-FC  64179.  By  order  of  May  19, 
1961,  the  Transfer  Board  approved  the 
transfer  to  Takin  Brothers  Transfer  and 
Storage  Company,  a  corporation,  326 
Sycamore  Street,  Waterloo,  Iowa,  of 
Certificate  No.  MC  52883,  issued  No¬ 
vember  21,  1956,  to  Harold  See  and 
Melvin  Kuhl,  a  partnership,  doing  busi¬ 
ness  as  Takin  Brothers  Transfer  and 
Storage,  326  Sycamore  Street,  Waterloo, 
Iowa,  authorizing  the  transportation, 
over  irregular  routes,  of  household  goods, 
between  Cedar  Rapids,  Independence, 
Waterloo,  Floyd,  and  Mason  City,  Iowa, 
and  points  in  a  described  portion  of  Iowa, 
on  the  one  hand,  and,  on  the  other, 
points  in  that  part  of  Illinois  on  and 
north  of  U.S.  Highway  36,  between 
Waterloo,  Iowa,  and  points  within  35 
miles  thereof,  on  the  one  hand,  and,  on 
the  other,  points  in  Illinois,  Indiana, 
Kansas,  Michigan,  Minnesota,  Missouri, 
Nebraska,  North  Dakota,  Ohio,  South 
Dakota,  and  Wisconsin  (except  between 
points  on  U.S.  Highway  20  between 
Waterloo  and  Independence,  Iowa,  in¬ 
clusive,  points  on  U.S.  Highway  218  be¬ 
tween  Waterloo  and  Floyd,  Iowa,  and 
points  on  Iowa  Highway  150  between 
Independence  and  Cedar  Rapids,  Iowa, 
which  are  located  within  35  miles  of 
Waterloo,  Iowa,  on  the  one  hand,  and,  on 
the  other,  points  in  that  part  of  Illinois 
on  and  north  of  U.S.  Highway  36) . 

No.  MC-FC  64180.  By  order  of 
May  19,  1961,  the  Transfer  Board  ap¬ 
proved  the  transfer  to  Samuel  A.  Bras- 
field,  doing  business  as  B  &  S  Enterprises , 
Memphis,  Term.,  of  Certificate  No.  MC 
112697,  issued  December  31,  1954,  to 
Jasper’s  Transfer  and  Storage  Co.,  Inc., 
Memphis,  Tenn.,  authorizing  the  trans¬ 
portation  of  stone,  over  irregular  routes, 
from  Tate  and  Elberton,  Ga.,  and  points 
in  Georgia  within  10  miles  of  each,  to 
points  in  Tennessee,  west  of  Tennessee 
Highway  13,  with  no  transportation  for 
compensation  on  return  except  as  other¬ 
wise  authorized.  R.  Connor  Wiggins, 
Jr.,  824  Sterick  Building,  Memphis  3, 
Tenn.,  attorney  for  applicants. 


No.  MC-FC  64196.  By  order  of  May  18, 
1961,  the  Transfer  Board  approved  the 
transfer  to  Robert  G.  Millis,  doing  busi¬ 
ness  as  Millis  Trucking,  Jefferson,  Iowa, 
of  Certificate  No.  MC  117337,  issued 
March  16,  1959,  to  Howard  M.  Nelson, 
doing  business  as  Nelson  Trucking  Serv¬ 
ice,  Jefferson,  Iowa,  authorizing  the 
transportation,  over  irregular  routes  of 
livestock  and  poultry  watering  and  feed¬ 
ing  troughs,  feeders,  tanks,  pans  and 
tank  heaters,  from  Jefferson,  Iowa,  to 
points  in  a  described  portion  of  Illinois 
and  Missouri,  Nebraska  and  South  Da¬ 
kota.  William  A.  Landau,  P.O.  Box 
1634,  1307  East  Walnut  Street,  Des 
Moines  16,  Iowa,  Representative  for 
applicants. 

No.  MC-FC  64212.  By  order  of  May  19, 
1961,  the  Transfer  Board  approved  the 
transfer  to  John  M.  Walker,  Philadel¬ 
phia,  Pa.,  of  Certificate  No.  MC  40252, 
issued  May  31,  1941,  to  E.  Lima  Franklin 
and  John  W.  Franklin,  a  partnership, 
doing  business  as  J.  W.  Franklin  Moving 
and  Storage  Co.,  Philadelphia,  Pa.,  au¬ 
thorizing  the  transportation  of  house¬ 
hold  goods  and  billiard  tables,  over  ir¬ 
regular  routes,  between  Philadelphia, 
Pa.,  on  the  one  hand,  and,  on  the  other, 
points  in  New  York,  New  Jersey,  Dela¬ 
ware,  Maryland  and  the  District  of  Co¬ 
lumbia.  Mathews  E.  Jaspan,  110  South 
Broad  Street,  Philadelphia  2,  Pa.,  At¬ 
torney  for  applicants. 

[seal  I  Harold  D.  McCoy, 

Secretary. 

|  F.R.  Doc.  61-4959;  Filed,  May  26,  1961; 

8:48  a.m.] 

SAINT  LAWRENCE  SEAWAY  DE¬ 
VELOPMENT  CORPORATION 

Joint  Tolls  Advisory  Board 

l  Notice  No.  6[ 

BUNGE  CANADIAN  TRADING  CO., 
LTD. 

Application  for  Reclassification  of 

Brewers  Grains  and  Malt  Sprouts 

Notice  is  hereby  given,  pursuant  to 
the  Act  of  May  13,  1954  as  amended 
(33  U.S.C.  981  et  seq.),  and  the  Agree¬ 
ment  executed  by  the  Saint  Lawrence 
Seaway  Development  Corporation  and 
the  St.  Lawrence  Seaway  Authority  of 
Canada  dated  January  29,  1959,  ap¬ 
proved  by  the  Governments  of  the  United 
States  and  Canada  on  March  9,  1959, 
that  the  Joint  Tolls  Advisory  Board,  The 
St.  Lawrence  Seaway,  has  received  an 
application  from  the  Bunge  Canadian 
Trading  Company  Limited,  1440  Towers 
Street,  Montreal  25,  Quebec,  Canada, 
requesting  the  reclassification  of  ship¬ 
ments  of  brewers  grains  and  malt  sprouts 
from  general  to  bulk  cargo. 

In  accordance  with  the  rules  of  pro¬ 
cedure  of  the  Board,  interested  parties 
have  thirty  days  from  the  date  of  the 
publication  of  this  notice  in  which  to 
submit  briefs  or  make  representations  to 
the  Joint  Tolls  Advisory  Board,  Saint 


Lawrence  Seaway  Development  Corpora¬ 
tion,  Seaway  Circle,  Massena,  New  York. 

By  order  of  the  Board. 

E.  Reece  Harrill, 

Vice  Chairman. 

[Fit.  Doc.  61-4850;  Filed,  May  26,  1961; 
8:45  a.m.] 


[Notice  No.  7[ 

ALGOMA  STEEL  CORP.,  LTD. 

Application  for  Reclassification  of 

Semi-Finished  Steel  Products 

(Blooms,  Billets  and  Slabs) 

Notice  is  hereby  given,  pursuant  to  the 
Act  of  May  13,  1954  as  amended  (33 
U.S.C.  981  et  seq.),  and  the  Agreement 
executed  by  the  Saint  Lawrence  Seaway 
Development  Corporation  and  the  St. 
Lawrence  Seaway  Authority  of  Canada 
dated  January  29,  1959,  approved  by  the 
Governments  of  the  United  States  and 
Canada  on  March  9,  1959,  that  the  Joint 
Tolls  Advisory  Board,  The  St.  Lawrence 
Seaway,  has  received  an  application 
from  The  Algoma  Steel  Corporation, 
Limited,  Sault  Ste.  Marie,  Ontario, 
Canada,  requesting  the  reclassification 
of  semi-finished  steel  products  (blooms, 
billets  and  slabs)  from  general  cargo  to 
bulk  cargo. 

In  accordance  with  the  rules  of  pro¬ 
cedure  of  the  Board,  interested  parties 
have  thirty  days  from  the  date  of  the 
publication  of  this  notice  in  which  to 
submit  briefs  or  make  representations 
to  the  Joint  Tolls  Advisory  Board,  Saint 
Lawrence  Seaway  Development  Corpo¬ 
ration,  Seaway  Circle,  Massena,  New 
York. 

By  order  of  the  Board. 

E.  Reece  Harrill, 

Vice  Chairman. 

[F.R.  Doc.  61-4851;  Filed,  May  26.  1961; 

8:45  a.m.] 


SECURITIES  AND  EXCHANGE 
COMMISSION 

[File  No.  1-3842] 

BLACK  BEAR  INDUSTRIES,  INC. 
Order  Summarily  Suspending  Trading 

May  23, 1961. 

The  common  stock,  par  value  15  cents 
a  share,  of  Black  Bear  Industries,  Inc. 
(formerly  Black  Bear  Consolidated  Min¬ 
ing  Co.)  being  listed  and  registered  on 
the  San  Francisco  Mining  Exchange,  a 
national  securities  exchange;  and 
The  Commission  being  of  the  opinion 
that  the  public  interest  requires  the 
summary  suspension  of  trading  in  such 
security  on  such  Exchange  and  that  such 
action  is  necessary  and  appropriate  for 
the  protection  of  investors;  and 

The  Commission  being  of  the  opinion 
further  that  such  suspension  is  neces¬ 
sary  in  order  to  prevent  fraudulent,  de¬ 
ceptive  or  manipulative  acts  or  practices, 
with  the  result  that  it  will  be  unlawful 
under  section  15(c)  (2)  of  the  Securities 
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Exchange  Act  of  1934  and  the  Commis¬ 
sion’s  Rule  15c2-2  thereunder  for  any 
broker  or  dealer  to  make  use  of  the 
mails  or  of  any  means  or  instrumentality 
of  interstate  commerce  to  effect  any 
transaction  in,  or  to  induce  or  attempt  to 
induce  the  purchase  or  sale  of  such  secu¬ 
rity,  otherwise  than  on  a  national  secu¬ 
rities  exchange; 

It  is  ordered.  Pursuant  to  section  19 
(a)  (4)  of  the  Securities  Exchange  Act  of 
1934  that  trading  in  said  security  on  the 
San  Francisco  Mining  Exchange  be  sum¬ 
marily  suspended  in  order  to  prevent 
fraudulent,  deceptive  or  manipulative 
acts  or  practices,  this  order  to  be  effec¬ 
tive  for  a  period  of  ten  (10)  days,  May  24, 
1961  to  June  2, 1961,  both  dates  inclusive. 

By  the  Commission. 

[ SEAL  1  Orval  L.  DuBois, 

Secretary. 

{F.R.  Doc.  61-4945;  Filed,  May  26.  1961; 

8:46  a.m.] 


I  File  No.  70-3970] 

MICHIGAN  WISCONSIN  PIPE  LINE  CO. 

Notice  of  Proposed  Issuance  and  Sale 
of  Notes  to  Banks 

May  22, 1961. 

Notice  is  hereby  given  that  Michigan 
Wisconsin  Pipe  Line  Company  Detroit, 
Mich.  (“Michigan  Wisconsin”),  a  non¬ 
utility  subsidiary  company  of  American 
Natural  Gas  Company,  a  registered  hold¬ 
ing  company,  has  filed  an  application 
with  this  Commission,  pursuant  to  the 
Public  Utility  Holding  Company  Act  of 
1935  (“Act”),  designating  section  6(b) 
of  the  Act  and  Rules  50(a)  (2)  and  70(b) 
(2)  thereunder  as  applicable  to  the  pro¬ 
posed  transaction. 

All  interested  persons  are  referred  to 
the  application  on  file  at  the  offices  of 
this  Commission  for  a  statement  of  the 
proposed  transaction  which  is  summa¬ 
rized  as  follows: 

Michigan  Wisconsin  proposes  to  issue 
and  sell,  from  time  to  time  during  the 
year  1961,  not  more  than  an  aggregate 
of  $20,000,000  of  promissory  notes 
(“Notes”).  The  banks  and  their  re¬ 
spective  commitments  are  as  follows; 


The  First  National  City  Bank  of 

New  York,  New  York,  N.Y - $7,  500,  000 

The  Hanover  Bank,  New  York, 

N.Y _  3, 000,  000 

National  Bank  of  Detroit,  De¬ 
troit,  Mich _ _  6,  000,  000 

Mellon  National  Bank  and  Trust 

Company,  Pittsburgh,  Pa -  2,000,000 

First  Wisconsin  National  Bank 

of  Milwaukee,  Milwaukee,  Wis_  1,  000,  000 
Marine  National  Exchange  Bank, 

Milwaukee,  Wis _  500,  000 


20, 000,  000 

The  Notes  will  be  unsecured  and  will 
be  issued  in  varying  amounts  and  at 
various  times  as  funds  are  required  by 
Michigan  Wisconsin.  The  Notes  will  be 
dated  as  of  the  date  of  issuance  and 
will  mature  September  30,  1962.  The 
interest  rate  of  each  note  will  be  at  the 
prime  rate  of  The  First  National  City 
Bank  of  New  York  on  the  date  of  its 
issuance  and  the  interest  rate  will  be 
adjusted  to  the  prime  rate  in  effect  at 


the  First  National  City  Bank  of  New 
York  at  the  beginning  of  each  90-day 
period  subsequent  to  the  date  of  the 
first  borrowing.  There  is  no  commit¬ 
ment  fee,  and  the  Notes  may  be  prepaid 
at  any  time  without  penalty. 

The  proceeds  from  the  proposed  is¬ 
suance  and  sale  of  the  Notes,  together 
with  treasury  funds,  will  be  used  to 
finance  the  1961  construction  program 
estimated  at  $22,000,000. 

The  application  states  that  no  State 
commission  and  no  Federal  commission, 
other  than  this  Commission,  has  juris¬ 
diction  over  the  proposed  transaction. 

It  is  estimated  that  the  fees  and  ex¬ 
penses  in  connection  with  the  proposed 
transaction  will  not  exceed  $1,500  com¬ 
posed  of  counsel  fees  of  Sidley,  Austin, 
Burgess  &  Smith  of  $500  and  miscel¬ 
laneous  expenses  of  $1,000. 

Notice  is  further  given  that  any  in¬ 
terested  person  may  not  later  than  June 
6,  1961,  request  in  writing  that  a  hearing 
be  held  on  such  matter,  stating  the 
nature  of  his  interest,  the  reasons  for 
such  request,  and  the  issues  of  fact  or 
law  raised  by  the  filing  which  he  desires 
to  controvert,  or  he  may  request  that 
he  be  notified  if  the  Commission  should 
order  a  hearing  thereon.  Any  such  re¬ 
quest  should  be  addressed:  Secretary, 
Securities  and  Exchange  Commission, 
Washington  25,  D.C.  At  any  time  after 
said  date,  the  application,  as  filed  or  as 
it  may  be  amended,  may  be  granted  as 
provided  in  Rule  23  of  the  general  rules 
and  regulations  promulgated  under  the 
Act,  or  the  Commission  may  grant  ex¬ 
emption  from  such  rules  as  provided  in 
Rules  20(a)  and  100  thereof  or  take  such 
other  action  as  it  may  deem  appropriate. 

By  the  Commission. 

[seal]  Orval  L.  DuBois, 

Secretary. 

[F.R.  Doc.  61-4946;  Filed,  May  26,  1961; 

8:46  a.m.] 


{File  No.  812-1386] 

PRUDENTIAL  INSURANCE  COMPANY 
OF  AMERICA 

Notice  of  Filing  and  Order  for  Hearing 
Regarding  Application  for  Various 
Exemptions 

May  23,  1961. 

Notice  is  hereby  given  that  the  Pru¬ 
dential  Insurance  Company  of  America, 
Newark,  N.J.  (“Prudential”),  Newark, 
New  Jersey,  a  mutual  insurance  com¬ 
pany,  organized  under  the  laws  of  the 
State  of  New  Jersey,  has  filed  an  appli¬ 
cation  pursuant  to  the  Investment  Com¬ 
pany  Act  of  1940  (the  “Act”)  requesting 
an  order  of  the  Commission  (i)  declaring 
that  Prudential  is  the  issuer  of  certain 
proposed  variable  annuity  contracts  and 
is  excepted  from  the  definition  of  an  in¬ 
vestment  company,  or,  alternatively, 
(ii)  exempting  a  proposed  unincorpo¬ 
rated  fund  which  Prudential  will  estab¬ 
lish  and  which  may  be  regarded  as  the 
issuer  of  the  variable  annuity  contracts, 
from  compliance  with  various  provisions 
of  the  Act,  all  as  more  fully  set  forth 
herein. 


Part  I.  Prudential  was  organized  on 
February  18,  1875,  pursuant  to  the  pro 
visions  of  Chapter  40,  New  Jersey  Private 
Laws  of  1875  and  is  subject  to  regulation 
by  the  New  Jersey  Department  of  Bank¬ 
ing  and  Insurance.  Since  its  organ]! 
zation  Prudential  has  been  engaged  in 
writing  various  forms  of  life  and  dis¬ 
ability  insurance.  As  of  December  3i 
1960,  Prudential  had  life  insurance  in 
force  in  the  amount  of  $82,000,000,000 
and  had  assets  in  excess  of  $16,500  000 
000.  ’ 

Generally  speaking,  the  variable  an- 
nuity  contracts  which  are  to  be  issued 
and  sold  to  individuals  provide,  in  sub¬ 
stance,  that  the  purchaser  will  ma|( 
monthly  purchase  payments  to  Pruden¬ 
tial  of  fixed  amounts  over  a  period  of 
years,  which  period  is  hereinafter  re¬ 
ferred  to  as  the  “pay-in”  period.  After 
certain  deductions,  the  net  proceeds  of 
the  purchase  payments  will  be  invested 
primarily  in  equity  securities  to  be  main¬ 
tained  by  Prudential  as  a  segregated 
account  to  be  known  as  the  Investment 
Fund  (“Fund”).  The  purchaser  will  be 
credited  at  the  end  of  each  month  with 
so-called  “variable  units”  representing 
his  pro-rata  contribution  to  the  Fund. 
The  value  of  the  units  will  vary,  as  de¬ 
scribed  below,  and  since  the  purchaser’s 
payments  are  constant  in  amount  the 
number  of  variable  units  credited  to  the 
purchaser’s  account  will  depend  upon 
their  current  value  at  the  end  of  the 
month. 

During  the  pay-in  period  the  purchaser 
has  the  right  to  terminate  the  contract 
and  receive  therefor  the  value  of  all 
units  credited  to  his  account  less  a  termi¬ 
nation  charge.  The  termination  charge 
will  be  in  an  amount  estimated  to  be 
equal  to  the  contract  holder’s  allocable 
share  of  the  taxes,  if  any,  which  the 
Fund  may  incur  after  termination,  upon 
realization  of  net  unrealized  capital 
gains  occurring  during  the  period  of  the 
contract  holder’s  investment  in  the 
Fund.  If  the  value  of  all  units  credited 
to  the  purchaser’s  account  is  less  than 
$1,000,  a  lump  sum  cash  payment  is 
made;  otherwise,  the  value  of  approxi¬ 
mately  l/36th  of  such  units  will  be  de¬ 
termined  and  paid  each  month  there¬ 
after.  If  death  occurs  during  the  pay-in 
period  the  contract  is  automatically 
terminated  and  the  purchaser’s  bene¬ 
ficiary  receives  in  one  lump-sum  the 
greater  of  (i)  the  value  of  all  units 
credited  to  the  purchaser’s  account  with¬ 
out  the  imposition  of  any  termination 
charge  or  (ii)  life  insurance  benefits 
equal  to  all  purchase  payments  thereto¬ 
fore  made. 

Ordinarily,  absent  death  or  redemp¬ 
tion,  the  pay-in  period  continues  until 
the  so-called  “annuity  date”,  which  it  is 
proposed  will  be  no  less  than  fifteen  years 
from  the  date  the  contract  becomes  ef¬ 
fective.  On  the  annuity  date  if  the 
value  of  all  units  is  less  than  $1,000  the 
amount  thereof  is  paid  to  the  purchaser 
in  one  lump  sum  and  the  contract  is 
terminated.  If  the  value  of  the  units 
exceed  $1,000  at  the  annuity  date,  the 
purchaser  surrenders  the  value  of  the 
units  and  in  return  therefor  is  entitled 
to  receive  monthly  payments  equal  to 
the  varying  value  of  a  fixed  number  of 
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inits  The  number  of  units  is  fixed  in 
relation  to  (i)  the  total  number  of  units 
surrendered,  and  (ii)  an  assumed  2»/2 
*  rcent  annual  accretion  in  the  number 
of  units,  and  (iii)  the  pay-out  option 
selected  which  gives  effect  to  the  age  and 
sex  of  the  annuitant  or  annuitants. 
Monthly  payments  will  be  made  in  ac¬ 
cordance  with  one  of  three  options  avail¬ 
able,  namely,  (i)  for  the  remaining  life  of 
the  annuitant  or  (ii)  for  a  minimum  ten- 
year  period  plus  the  annuitant’s  remain¬ 
ing  life  or  (iii)  until  the  death  of  the 
last  survivor  of  the  annuitant  and  an¬ 
other  designated  person.  The  period 
subsequent  to  the  annuity  date  during 
which  payments  will  be  made  to  the  con¬ 
tract  holder  or  his  survivor  is  herein¬ 
after  referred  to  as  the  “pay-out”  period. 


The  value  of  the  variable  units  will  be 
determined  at  the  end  of  each  month. 
Such  value  will  reflect  the  changes  in 
the  market  value  of  the  equities  in  which 
the  Fund  will  be  invested,  realized  gains 
and  losses,  and  dividend  or  interest  in¬ 
come.  In  the  monthly  computation 
there  will  be  deducted  from  the  Fund  for 
certain  expenses  and  taxes  a  fixed  charge 
equal  to  0.6  percent  per  annum  of  the 
value  of  the  Fund  assets.  The  value  of 
the  units  will  not  reflect  deviations  from 
the  mortality  projections  upon  which 
the  annuity  payments  are  based. 

The  company  will  also  establish  a  so- 
called  “Other  Assets”  account  which,  in 
effect,  will  be  a  general  account  for  the 
administration  and  operation  of  the 
variable  annuity  contracts.  The  account 
will  reflect  initially  all  amounts  derived 
from  the  variable  annuity  contracts 
which  are  not  invested  in  the  Fund,  and 
also  will  be  credited  with  the  0.6  percent 
annual  charge  made  to  the  Fund.  The 
account  will  be  charged,  among  other 
things,  with  the  administration  expense, 
sales  commissions,  certain  taxes,  and 
death  benefits  under  the  life  insurance 
aspects  of  the  variable  annuity  contracts. 
To  the  extent  that  the  assets  of  the  Fund 
are  more  or  less  than  the  estimated  lia¬ 
bility  on  variable  annuity  contracts  the 
Other  Assets  account  will  be  credited  or 
charged,  as  the  case  may  be.  Any  ex¬ 
cess  over  amounts  estimated  to  be  needed 
for  the  foregoing  purposes  may  be  de¬ 
clared  as  so-called  “dividends”  which 
will  provide  additional  variable  units 
during  the  pay-in  period  and  cash  pay¬ 
ments  thereafter.  Any  deficiency  in  the 
account  is  required  to  be  rectified  out 
of  the  general  assets  of  the  company, 
and  conversely  the  account  may  be 
charged  to  rectify  any  deficiency  in  the 
general  assets. 

In  addition  to  individual  variable 
annuity  contracts,  there  will  be  issued 
and  sold  to  employers,  trustees,  and  cer¬ 
tain  organizations,  so-called  group  vari- 


During  this  pay-out  period  units  may 
not  be  redeemed  and  the  contract  holder 
is  only  entitled  to  receive  the  monthly 
payments  for  the  particular  pay-out  pe¬ 
riod  which  he  has  selected. 

A  deduction  is  made  from  each 
monthly  purchase  payment  for  sales  and 
administrative  expenses  and  to  provide 
the  life  insurance  benefits.  The  amount 
of  this  deduction  depends  on  the  size  of 
the  purchase  payment  and  for  this  pur¬ 
pose  the  purchase  payments  are  grouped 
into  three  bands.  The  table  below  shows, 
for  variable  annuity  contracts  with  a 
fifteen-year  pay-in  period,  the  percent¬ 
age  of  such  purchase  payments,  after  the 
foregoing  deduction,  which  will  be  in¬ 
vested  in  the  Fund  to  provide  variable 
units: 


able  annuity  contracts  to  provide  either  a 
variable  annuity  or  a  fixed  dollar  an¬ 
nuity,  or  both,  for  the  employees  or  mem¬ 
bers  of  the  organization  upon  their 
retirement.  The  “group  variable  deposit 
administration”  type  of  group  contract 
will  be  issued  to  fund  either  pension  or 
profit  sharing  plans  qualified  under 
either  sections  401  or  501(c)(3) 
of  the  Internal  Revenue  Code,  as 
amended.  The  provisions  of  such  con¬ 
tracts  will  vary  from  case  to  case  but 
certain  basic  terms  will  provide  (i)  for 
deductions  for  sales  and  administrative 
expense,  such  deductions  varying  with 
the  amount  of  aggregate  annual  pur¬ 
chase  payments  and  ranging  from  a 
maximum  of  14.5  percent  for  annual 
payments  of  $10,000  to  a  minimum  of  5 
percent  for  annual  payments  of  $125,000 
or  more,  with  the  balance  invested  in  the 
Fund  and  variable  units  credited  there¬ 
for;  and  (ii)  for  an  expense  deduction 
in  computing  the  value  of  the  variable 
units  of  approximately  0.5  percent  an¬ 
nually  rather  than  0.6  percent  as  de¬ 
scribed  above  in  connection  with  individ¬ 
ual  variable  annuity  contracts;  (iii)  divi¬ 
dends  from  divisible  surplus  allocable  to 
each  such  contract  may  be  declared  and, 
if  so,  will  be  treated  as  purchase  pay¬ 
ments  without,  however,  the  expense 
deduction  referred  to  above. 

“Group  variable  deferred  annuity  con¬ 
tracts”  are  also  proposed  to  be  issued  and 
sold  differing  from  the  foregoing  type  of 
group  contract  essentially  in  that  in  this 
type  contract,  out  of  each  purchase  pay¬ 
ment  there  is  allocated  a  specific  amount 
to  provide  a  portion  of  a  deferred  varia¬ 
ble  annuity  contract  for  each  employee 
participating  in  the  plan,  while  in  the 
former  such  allocation  is  not  made  until 
retirement  of  the  employee. 

Part  II.  Prudential  requests  an  order 
under  sections  3(b)  (2)  and  38(a)  of  the 
Act  declaring  and  finding  that  it  will  be 
the  issuer  of  the  proposed  variable  an¬ 
nuity  contracts ;  that  it  is  excepted  from 


the  definition  of  an  investment  company 
because  it  is  and  will  be,  primarily  en¬ 
gaged  in  a  business  other  than  that  of 
investing,  reinvesting,  owning,  holding  or 
trading  in  securities,  namely,  the  busi¬ 
ness  of  an  insurance  company;  and  that 
it  falls  within  the  definition  of  an  insur¬ 
ance  company  contained  in  section  2(a) 
(17)  of  the  Act,  and  therefore,  is  ex¬ 
cepted  by  section  3(c)  (3)  of  the  Act  from 
the  definition  of  an  investment  company. 

Section  3(a)  generally  defines  an  in¬ 
vestment  company  as  an  issuer  of  securi¬ 
ties  which  is  engaged  or  proposes  to 
engage  primarily  in  investing,  reinvest¬ 
ing,  owning,  holding  or  trading  in  securi¬ 
ties.  Section  3(b)(2)  provides  an 
exception  from  this  definition  if  the 
Commission  finds  the  issuer  not  to  be  so 
primarily  engaged.  Section  38(a)  pro¬ 
vides,  among  other  things,  that  the  Com¬ 
mission  shall  have  authority  to  issue  such 
orders  as  are  necessary  or  appropriate 
to  the  exercise  of  the  powers  conferred 
upon  the  Commission  by  the  Act.  An 
exception  is  also  provided  by  section 
3(c)  (3)  for  an  insurance  company.  Sec¬ 
tion  2(a)  (17)  defines  such  a  company, 
among  other  things,  as  one  whose  pri¬ 
mary  and  predominant  business  activity 
is  the  writing  of  insurance,  and  which  is 
organized  as  an  insurance  company  and 
subject  to  state  supervision. 

In  the  event  that  the  Commission  shall 
find  that  the  unincorporated  Fund  is  the 
issuer  of  the  proposed  variable  annuity 
contracts  and  an  investment  company  as 
defined  in  the  Act,  the  application  re¬ 
quests  an  order  under  section  6(c)  ex¬ 
empting  the  Fund  from  the  provisions  of 
sections  7  (a)  and  (b) . 

Section  6(c)  of  the  Act  authorizes  the 
Commission,  conditionally  or  uncondi¬ 
tionally  to  exempt  by  order  any  person, 
security  or  transaction  or  class  thereof 
from  any  provision  of  the  Act  or  from 
any  rule  or  regulation  thereunder,  if  and 
to  the  extent  that  the  Commission  finds 
that  such  exemption  is  necessary  or  ap¬ 
propriate  in  the  public  interest  and  con¬ 
sistent  with  the  protection  of  investors 
and  the  purposes  fairly  intended  by  the 
policy  and  provisions  of  the  Act. 

Section  7(a)  of  the  Act  prohibits,  gen¬ 
erally  speaking,  an  investment  company 
not  registered  under  section  8  from  en¬ 
gaging  in  any  transaction  by  use  of  the 
mails  or  any  means  or  instrumentality 
of  interstate  commerce.  Section  7(b) 
contains  similar  prohibitions  upon  the 
depositor  or  trustee  of,  or  underwriter 
for  any  unincorporated  investment  com¬ 
pany  which  is  unregistered. 

Part  III.  Section  6(e)  of  the  Act  pro¬ 
vides  that  the  Commission,  in  connection 
with  any  rule,  regulation  or  order  ex¬ 
empting  any  investment  company  from 
the  provisions  of  section  7,  may,  if  it 
deems  it  necessary  or  appropriate  in  the 
public  interest  or  for  the  protection  of 
investors,  specify  other  provisions  of  the 
Act  as  applicable  to  such  company  and 
to  other  persons  in  their  transactions 
and  relations  with  such  company,  as 
though  such  company  were  a  registered 
investment  company. 

If  the  requested  exemption  of  the  Fund 
from  section  7  is  granted,  Prudential,  on 
behalf  of  the  Fund,  consents  to  the  ap¬ 
plication  to  the  Fund  and  other  persons. 


Percent  invested 


Band  of  monthly  purchase  payments 

First  year 

2d  through 
15  th  year 

15-year 

average 

Payments 

1  and  2 

3  through 
12 

Average  1 
through  12 

Percent 

25 

30 

40 

Percent- 

50 

60 

62 

Percent 

45.8 

55 

58.3 

Percent 

88 

90 

92 

Percent 

85.2 

87.7 

89.8 
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as  provided  in  section  6(e),  of  all  the 
provisions  of  the  Act,  except  those  de¬ 
scribed  below  to  the  extent  indicated. 
The  provisions  of  the  Act  from  which,  in 
effect,  exemption  is  requested  are  as 
follows: 

(a)  Section  8(a)  provides  for  a  noti¬ 
fication  of  registration  to  be  filed  with 
the  Commission  and  deems  the  invest¬ 
ment  company  so  filing  to  be  registered. 
Exemption  is  requested  because  Appli¬ 
cant  believes  the  Fund  is  not  the  type  of 
investment  company  contemplated  by 
the  Act  to  be  registered  thereunder. 

(b)  Section  16(a)  prohibits  any  per¬ 
son  from  serving  as  a  director  of  a  reg¬ 
istered  investment  company  unless 
elected  to  that  office  by  the  holders  of  the 
outstanding  voting  securities  at  an  an¬ 
nual  or  special  meeting.  Exemption  is 
provided  from  the  annual  election  re¬ 
quirements  to  permit  the  board  to  be 
divided  into  classes  with  a  maximum 
tenure  of  office  of  5  years  for  each  class. 

Prudential’s  Board  of  Directors  con¬ 
sists  of  23  members  who  also  will  serve 
as  directors  of  the  Fund.  Sixteen  mem¬ 
bers  of  the  board  will  be  elected  by  the 
vote  of  the  conventional  insurance  and 
variable  annuity  contract  holders.  Six 
members  of  the  board  will  be  appointed 
for  consecutive  six  year  terms  by  the 
Chief  Justice  of  the  Supreme  Court  of 
New  Jersey,  and  the  President  of  Pru¬ 
dential  will  be  ex  officio  a  member  of  its 
board.  Exemption  is  requested  to  per¬ 
mit  the  board  to  be  elected  and  appointed 
in  the  manner,  and  for  the  terms 
described. 

(c)  Section  17(f)  permits  a  registered 
investment  company  to  place  and  main¬ 
tain  its  securities  and  investments  in  its 
own  custody,  in  accordance  with  such 
rules  as  the  Commission  shall  prescribe. 
Rule  17f-2  adopted  thereunder,  requires 
among  other  things,  that  the  securities 
and  investments  shall  be  deposited  in  a 
bank  for  safekeeping  and  that  access 
thereto  shall  be  limited  to  no  more  than 
5  persons  who  have  been  so  designated 
by  a  resolution  of  the  board  of  directors 
of  the  investment  company.  Exemption 
is  requested  to  the  extent  necessary  to 
permit  the  maintenance  of  the  securities 
and  other  investments  of  the  Fund  in  the 
Applicant’s  own  vaults  in  which  are 
maintained  all  the  securities  of  Pruden¬ 
tial  ;  and  because  of  the  volume  of  trans¬ 
actions,  exemption  is  requested  to  permit 
access  to  the  vault  by  a  maximum  of 
twenty  persons  so  designated  by  resolu¬ 
tion  of  the  Finance  Committee  of  the 
board  of  directors  which  resolution  will 
be  ratified  by  the  board  of  directors. 

(d)  Section  22(d) ,  so  far  as  here  rele¬ 
vant,  prohibits  the  public  sale  of  a  re¬ 
deemable  security  of  a  registered  invest¬ 
ment  company  except  “at  a  current 
public  offering  price  described  in  the 
prospectus.”  The  variable  annuity  con¬ 
tracts  to  be  sold  to  individuals  provide 
that,  as  the  aggregate  purchase  pay¬ 
ments  increase  from  band  to  band,  as 
described  above,  the  combined  sales  and 
administrative  expense  is  reduced,  with 
concomitant  larger  investment  in  the 
Fund. 

A  different  reducing  scale  of  such  com¬ 
bined  expenses  will  apply  in  the  case  of 
group  contracts.  Exemption  from  sec¬ 


tion  22(d)  is  requested  to  permit  such 
reductions  in  combined  sales  and  ad¬ 
ministrative  expense  among  the  several 
bands  of  purchase  payments  applicable 
to  individual  contracts;  and  as  respects 
the  different  scale  applicable  between 
group  and  individual  contracts. 

(e)  Exemption  from  section  22(d)  is 
requested  to  permit  acquisition  of  vari¬ 
able  units  at  a  price  other  than  the  cur¬ 
rent  value  of  such  units,  when  purchase 
payments  are  made  to  cure  a  default.  If 
a  monthly  purchase  payment  in  default 
is  paid,  variable  units  will  be  credited  on 
the  basis  of  their  value  in  the  month 
when  the  payment  was  due  or  when  ac¬ 
tually  made,  whichever  is  higher. 

(f)  Section  22(e)  prohibits  the  suspen¬ 
sion  of  the  right  of  redemption  or  the 
postponement  of  the  date  of  payment  of 
any  redeemable  security  for  more  than 
seven  days  after  tender  for  redemption, 
except  under  certain  circumstances  not 
here  relevant.  A  redeemable  security  is 
defined  in  section  2(a)  (31)  as  one  “under 
the  terms  of  which  the  holder,  upon  its 
presentation  to  the  issuer,  *  *  *  is  en¬ 
titled  *  •  *  to  receive  approximately 
his  proportionate  share  of  the  issuer’s 
current  net  assets,  or  the  cash  equiva¬ 
lent  thereof.” 

Applicant  requests  that,  if,  notwith¬ 
standing  the  terms  and  conditions  of  the 
variable  annuity  contracts,  they  are  con¬ 
sidered  to  be  redeemable  securities, 
exemption  from  section  22(e)  be  granted 
to  permit  their  issuance  and  sale  upon 
such  terms  and  conditions.  With  respect 
to  individual  variable  annuity  contracts 
presented  for  redemption  during  the  pay- 
in  period,  the  value  of  the  units,  if  less 
than  $1,000,  will  be  determined  and  paid 
in  one  lump  sum,  more  than  7  days  after 
such  presentation,  and  if  $1,000  or  more 
the  value  of  approximately  l/36th  of 
such  units  will  be  determined  and  paid 
each  month  thereafter;  and  the  value  of 
such  contracts  during  the  pay-out  period 
will  be  paid  on  the  life  annuity  basis 
selected  by  the  purchaser. 

With  respect  to  the  “group  variable 
deferred  annuity  contracts”  no  provision 
is  made  for  redemption  during  the  pay- 
in  period.  With  respect  to  the  “group 
variable  deposit  administration”  con¬ 
tract,  no  provision  is  made  for  redemp¬ 
tion  during  the  first  five  years,  and 
thereafter  the  value  of  the  contract  may 
be  transferred  only  for  certain  purposes 
and  under  certain  conditions. 

(g)  Section  27(a)  prohibits,  so  far  as 
here  relevant,  the  sale  of  a  periodic  pay¬ 
ment  plan  certificate  issued  by  a  regis¬ 
tered  investment  company  if  (1)  the 
sales  load  exceeds  9  per  centum  of  the 
total  payments  to  be  made  thereon,  and 
if  (2)  the  sales  load  deducted  from  the 
first  twelve  monthly  payments  or  their 
equivalents,  are  not  proportionately 
alike,  or  exceed  one-half  of  such  first 
twelve  monthly  payments,  and  if  (3)  the 
amounts  deducted  for  sales  load  from 
subsequent  payments  are  not  proportion¬ 
ately  alike. 

The  variable  annuity  contracts  fall 
within  the  definition  of  a  periodic  pay¬ 
ment  plan.  Exemption  is  requested 
from  section  27 (a)  (3)  to  permit  the  sales 
load  to  be  deducted  in  amounts  which 
differ  proportionately  in  the  2d  to  4th 


years  from  such  amounts  deducted  in  the 
5th  to  10th  years,  and  which  differ  pro- 
portionately  after  the  10th  year  from 
those  deducted  in  both  of  the  foregoing 
periods. 

(h)  Section  27(c)  (1)  prohibits,  among 

other  things,  the  sale  of  a  periodic  pay! 
ment  plan  by  a  registered  investment 
company  unless  it  is  a  redeemable  se¬ 
curity.  Upon  the  assumption  that  the 
variable  annuity  contracts  are  not 
deemed  to  be  redeemable  securities,  ex¬ 
emption  from  section  27(c)  (1)  is  re¬ 
quested  to  permit  their  sale. 

(i)  Section  27(c)  (2)  prohibits  the  sale 
of  a  periodic  payment  plan  unless  the 
proceeds,  after  the  deduction  of  sales 
load,  are  deposited  with  a  bank  trustee 
or  custodian  and  held  by  the  bank  in 
trust  under  certain  specified  conditions. 
Exemption  from  the  prohibition  of  sec¬ 
tion  27(c)  (2)  is  requested  to  permit  Pru¬ 
dential  to  hold  the  proceeds  from  the 
sale  of  the  variable  annuity  contracts. 

(j)  Section  30(d)  and  Rule  30(d)(1) 
thereunder  require  every  registered 
management  investment  company  to 
transmit  at  least  semi-annually  a  report 
to  its  stockholders  containing  a  balance 
sheet,  the  portfolio  investments  and 
their  value,  a  statement  of  income  and 
surplus,  and  remuneration  paid  to  direc¬ 
tors,  officers,  and  certain  affiliates,  and 
the  aggregate  dollar  amount  of  the  pur¬ 
chases  and  sales  of  investment  securities. 

Applicant  will  transmit  an  annual  re¬ 
port  meeting  the  above  requirements  to 
the  variable  annuity  contract  holders. 
Exemption  from  section  30(d)  and  Rule 
30(d)(1)  thereunder  is  requested  to  per¬ 
mit  the  transmission  of  a  report  to  the 
variable  annuity  contract  holders  within 
two  months  after  the  anniversary  date  of 
each  contract,  rather  than  a  semi-an¬ 
nual  report,  which  report  will  show  only 
the  number  of  units  credited  under  the 
contract  and  the  value  of  a  unit  at  the 
anniversary  date. 

(k)  Section  32(a),  in  pertinent  part, 
prohibits  any  registered  investment  com¬ 
pany  from  filing  with  the  Commission 
any  financial  statement  certified  by  an 
independent  public  accountant  unless, 
among  other  things,  the  selection  of  the 
accountant  by  the  board  of  directors 
shall  have  been  submitted  for  ratification 
or  rejection  by  stockholders  at  their  next 
succeeding  annual  meeting,  and  employ¬ 
ment  of  such  accountant  shall  have  been 
conditioned  upon  the  right  of  the  com¬ 
pany  by  vote  of  a  majority  of  the  out¬ 
standing  voting  securities  to  terminate 
such  employment. 

Exemption  is  requested  from  section 
32(a)  to  permit  an  independent  account¬ 
ant  to  serve  without  the  ratification  by 
variable  annuity  contract  holders,  and 
without  conditioning  the  employment 
upon  the  right  of  these  contract  holders 
to  terminate  the  same.  The  provisions 
of  New  Jersey  law  relating  to  stockhold¬ 
ers’  voting  rights  and  directors’  responsi¬ 
bilities  are  described  in  Part  IV  below. 

Part  IV.  In  connection  with  the  pro¬ 
visions  of  sections  13  and  15,  which  as 
more  fully  described  herein,  require  ap¬ 
proval  of  the  holders  of  variable  annuity 
contracts  in  certain  matters,  the  applica¬ 
tion  points  out  that  under  New  Jersey  law 
the  right  to  vote  in  the  affairs  of  the 
company  is  granted  to  the  holders  of 
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riable  annuity  and  insurance  con¬ 
tracts  but  is  limited  to  voting  for  the 
lection  of  directors,  amendments  to  the 
charter,  and  approval  of  a  merger  with 
another  mutual  insurance  company. 
Each  qualified  voter  is  entitled  to  one 
vote  irrespective  of  his  financial  interest 
in  the  company,  or  of  the  number  of  var¬ 
iable  annuity  or  insurance  contracts 
owned.  Persons  under  the  age  of  21  or 
holding  contracts  less  than  one  year  are 
not  qualified  voters. 

Section  13(a)  prohibits  a  registered  in¬ 
vestment  company  from  deviating  from 
any  of  its  stated  fundamental  investment 
policies  without  the  prior  approval  of  a 
majority  of  its  outstanding  voting  se¬ 
curities.  It  is  stated  that  in  view  of  the 
foregoing  provisions  of  New  Jersey  law 
there  is  no  authority  to  seek  the  approval 
of  the  variable  contract  holders  for  any 
proposed  change  in  the  fundamental  in¬ 
vestment  policies.  It  is  further  stated 
that  such  approval,  if  sought,  would  con¬ 
stitute  an  illegal  delegation  by  the  direc¬ 
tors  of  their  duty  and  responsibility 
under  the  New  Jersey  law  to  authorize 
investments  and  control  the  disposition 
of  the  corporate  property,  and  would 
otherwise  violate  the  company’s  charter 
provisions. 

Section  15(a)  prohibits  any  person 
from  serving  as  an  investment  adviser 
to  a  registered  investment  company  ex¬ 
cept  pursuant  to  a  written  contract 
which,  among  other  things,  is  initially 
approved  by  the  majority  of  the  out¬ 
standing  voting  securities  of  the  com¬ 
pany  and  provides  that  it  may  be  renewed 
annually,  or  terminated  at  any  time  by 
such  vote  or  by  the  board  of  directors. 
Section  15(b)  prohibits  persons  from 
serving  as  principal  underwriters  for  a 
registered  investment  company  unless 
the  contract  and  its  annual  renewals  are 
approved  by  the  vote  of  the  majority  of 
the  outstanding  voting  securities  or  the 
board  of  directors. 

For  the  reasons  adverted  to  above,  it  is 
stated  that  there  is  legally  no  way  in 
which  matter  required  by  section  15  to 
be  approved  or  disapproved  by  a  major¬ 
ity  of  the  outstanding  voting  securities 
may  be  submitted  to  the  variable  annu¬ 
ity  contract  holders. 

Applicant  does  not,  in  effect,  request 
exemption  from  sections  13  and  15.  In 
relation  to  the  former,  it  states  that  after 
it  initially  has  adopted  its  investment 
policies  it  is  unlikely  that  any  changes 
therein  will  be  proposed;  and  in  con¬ 
nection  with  the  latter  it  does  not  intend 
to  employ  an  investment  advisor  or 
principal  underwriter.  If,  however,  cir¬ 
cumstances  should  change  and  a  vote  of 
variable  annuity  contract  holders  should 
become  necessary,  Applicant  states  it  will 
either  find  some  means  to  comply  with 
these  provisions  or  seek  exemption 
therefrom. 

Part  V.  It  appearing  to  the  Commis¬ 
sion  that  it  is  appropriate  in  the  public 
interest  and  in  the  interest  of  investors 
that  a  hearing  be  held  with  respect  to  the 
application; 

It  is  ordered.  Pursuant  to  section  40(a) 
of  said  Act,  that  a  hearing  on  the  afore¬ 
said  application  under  the  applicable 


provisions  of  the  Act  and  of  the  rules  of 
the  Commission  thereunder  be  held  on 
the  12th  day  of  June  1961,  at  10:00  a.m., 
in  the  office  of  the  Securities  and  Ex¬ 
change  Commission,  425  Second  Street 
NW.,  Washington  25,  D.C.  At  such  time 
the  Hearing  Room  Clerk  will  advise  as  to 
the  room  in  which  such  hearing  will  be 
held.  Any  person  desiring  to  be  heard  or 
otherwise  wishing  to  participate  in  this 
proceeding  is  directed  to  file  with  the 
Secretary  of  the  Commission  his  appli¬ 
cation  as  provided  by  Rule  9(c)  of  the 
Commission’s  rules  of  practice,  on  or  be¬ 
fore  the  date  provided  in  the  Rule,  set¬ 
ting  forth  any  issues  of  law  or  facts 
which  he  desires  to  controvert  or  any 
additional  issues  which  he  deems  raised 
by  this  Notice  and  Order  or  by  such 
application. 

It  is  further  ordered,  That  Sidney  L. 
Feiler  or  any  officer  or  officers  of  the 
Commission,  designated  by  it  for  that 
purpose,  shall  preside  at  said  hearing. 
The  officer  so  designated  is  hereby 
authorized  to  exercise  all  the  powers 
granted  to  the  Commission  under  sec¬ 
tions  41  and  42(b)  of  the  Investment 
Company  Act  of  1940  and  to  a  hearing 
officer  under  the  Commission’s  rules  of 
practice. 

The  Division  of  Corporate  Regulation 
having  advised  the  Commission  that  it 
has  made  a  preliminary  examination  of 
the  application,  and  that  upon  the  basis 
thereof  the  following  questions  are  pre¬ 
sented  for  consideration  without  preju¬ 
dice  to  its  specifying  additional  matters 
and  questions  upon  further  examination; 

(1)  Whether  Prudential  or  the  Fund, 
or  both,  will  be  the  issuer  of  the  proposed 
variable  annuity  contracts. 

(2)  Whether  in  light  of  the  provisions 
and  purposes  of  sections  3(c)(3)  ex¬ 
cepting  an  insurance  company  from  the 
definition  of  an  investment  company,  and 
the  provisions  and  purposes  of  sections 
3(b)(2)  and  38(a)  the  application  of 
Prudential  for  an  order  under  sections 
3(b)(2)  or  38(a)  excepting  it  from  the 
definition  of  an  investment  company, 
should  be  granted  or  dismissed. 

(3)  Whether  pursuant  to  the  provi¬ 
sions  of  section  6(c),  it  is  necessary  or 
appropriate  in  the  public  interest  and 
consistent  with  the  protection  of  in¬ 
vestors  and  the  purposes  fairly  intended 
by  the  policies  and  provisions  of  the  Act 
that  the  Fund,  as  the  issuer  of  the 
variable  annuity  contracts  and  an  in¬ 
vestment  company  as  defined  in  the  Act, 
be  exempted,  from  the  provisions  of 
section  7(a) ,  and  7(b) ,  and  whether  any 
such  exemption  should  be  subject  to  a 
supplemental  order  under  section  6(c), 
in  view  of  all  the  relevant  circumstances, 
including,  but  without  limitation,  the 
following : 

(a)  The  proposed  terms  and  condi¬ 
tions  of  the  variable  annuity  contracts; 

(b)  The  proposed  method  of  adminis¬ 
tering  the  variable  annuity  contracts; 

(c)  The  manner  of  selection  and  ap¬ 
pointment  of  the  persons  who  may  be 
acting  as  officers,  directors,  investment 
advisers  and  principal  underwriters  for 
the  Fund; 


(d)  The  distribution  of  the  voting 
power  among  insurance  and  variable  an¬ 
nuity  contract  holders,  and  the  extent 
of  such  voting  power;  and 

(e)  The  provisions  of  New  Jersey  law 
applicable  to  any  of  the  foregoing  cir¬ 
cumstances. 

(4)  Whether,  in  connection  with  any 
order  entered  under  section  6(c)  exempt¬ 
ing  the  Fund  from  the  provisions  of  sec¬ 
tion  7,  it  is  necessary  or  appropriate  in 
the  public  interest  or  for  the  protection 
of  investors,  in  light  of  all  the  circum¬ 
stances,  including  the  matters  and  con¬ 
siderations  set  forth  in  paragraph  (3) 
above,  there  shall,  pursuant  to  section 
6(e) ,  be  applied  to  the  Fund  and  to  other 
persons  and  their  transactions  in  rela¬ 
tion  with  such  Fund,  as  though  such 
Fund  were  a  registered  investment  com¬ 
pany,  any  or  any  part  of  the  provisions 
of  the  Act  set  forth  in  paragraphs  (a) 
to  (k)  of  Part  IV  of  this  notice  and  or¬ 
der,  in  addition  to  those  provisions  of 
the  Act  set  forth  in  said  application. 

It  is  further  ordered.  That  at  the  afore¬ 
said  hearing  attention  be  given  to  the 
foregoing  matters  and  questions. 

It  is  further  ordered.  That  the  Secre¬ 
tary  of  the  Commission  shall  give  notice 
of  the  aforesaid  hearing  by  mailing  a 
copy  of  this  notice  and  order  by  regis¬ 
tered  mail  to  The  Prudential  Insurance 
Company  of  America  and  the  New  Jersey 
Department  of  Banking  and  Insurance, 
and  that  notice  to  all  other  persons  shall 
be  given  by  publication  of  this  notice 
and  order  in  the  Federal  Register;  and 
that  a  general  release  of  this  Commis¬ 
sion  in  respect  of  this  notice  and  order 
be  distributed  to  the  press  and  mailed  to 
the  mailing  list  for  releases. 

By  the  Commission. 

[seal!  Orval  L.  DtjBois, 

Secretary. 

[F.R.  Doc.  61-4947;  Filed,  May  26,  1961; 

8:46  a.m.l 


(File  No.  1-43361 

TELECTRO  INDUSTRIES  CORP. 
Order  Summarily  Suspending  Trading 

May  23,  1961. 

The  common  stock,  10  cents  par  value, 
of  Telectro  Industries  Corp.,  being  listed 
and  registered  on  the  American  Stock 
Exchange,  a  national  securities  ex¬ 
change;  and 

The  Commission  being  of  the  opinion 
that  the  public  interest  requires  the  sum¬ 
mary  suspension  of  trading  in  such  se¬ 
curity  on  such  Exchange  and  that  such 
action  is  necessary  and  appropriate  for 
the  protection  of  investors;  and 

The  Commission  being  of  the  opinion 
further  that  such  suspension  is  neces¬ 
sary  in  order  to  prevent  fraudulent,  de¬ 
ceptive  or  manipulative  acts  or  prac¬ 
tices,  with  the  result  that  it  will  be  un¬ 
lawful  under  section  15(c)  (2)  of  the 
Securities  Exchange  Act  of  1934  and  the 
Commission’s  Rule  15c2-2  thereunder 
for  any  broker  or  dealer  to  make  use 
of  the  mails  or  of  any  means  or  instru- 


4706 


NOTICES 


mentality  of  interstate  commerce  to  ef¬ 
fect  any  transaction  in,  or  to  induce 
or  attempt  to  induce  the  purchase  or 
sale  of  such  security,  otherwise  than  on 
a  national  securities  exchange; 

It  is  ordered.  Pursuant  to  section  19 
(a)  (4)  of  the  Securities  Exchange  Act 
of  1934  that  trading  in  said  security  on 
the  American  Stock  Exchange  be  sum¬ 
marily  suspended  in  order  to  prevent 
fraudulent,  deceptive  or  manipulative 
acts  or  practices,  this  order  to  be  effec¬ 
tive  for  tiie  period  May  24,  1961,  to 
May  30, 1961,  both  dates  inclusive. 

By  the  Commission. 

[SEAL]  ORVAL  L.  DUBOIS, 

Secretary. 

[F.R.  Doc.  61-4948;  Filed.  May  26.  1961; 
8:46  a.m.] 

SMALL  BUSINESS  ADMINISTRA¬ 
TION 

Office  of  the  Administrator 

[Delegation  of  Authority  No.  10-11] 

DIRECTOR,  OFFICE  OF  FINANCIAL 
SERVICES 

Delegation  Relating  to  Financial 
Assistance 

I.  Pursuant  to  the  authority  dele¬ 
gated  to  the  Deputy  Administrator  for 
Financial  Assistance  by  Delegation  No. 
10  (Revision  4),  (25  Fit.  7417),  as 
amended  May  5,  1961,  there  is  hereby 
redelegated  to  the  Director,  Office  of  Fi¬ 
nancial  Services,  the  following  authority; 

A.  Financial  assistance. 

1.  To  determine  eligibility  of  loan  ap¬ 
plicants,  within  the  framework  of  prior 
determinations. 

B.  Administration. 

1.  To  authorize  and  approve  (a)  sick 
and  annual  leave,  (b)  leave  without  pay 
not  in  excess  of  30  days,  and  (c)  over¬ 
time  work  for  employees  under  his 
supervision. 

2.  To  authorize  and  approve  (a)  his 
personal  travel  and  (b)  the  travel  of 
employees  under  his  supervision,  except 
travel  when  actual  subsistence  expenses 
are  requested. 

IL  The  authority  delegated  in  sub¬ 
sections  I.A.  1  and  I.B.  2  may  not  be 
redelegated. 

III.  All  authority  delegated  herein 
may  be  exercised  by  any  SBA  employee 


designated  as  Acting  Director,  Office  of 
Financial  Services. 

Effective  date:  May  16, 1961. 

C.  R.  Lanmah, 

Deputy  Administrator  for 
Financial  Assistance. 

[F.D.  Doc.  61-4976;  Filed,  May  26.  1961; 

8:50  am.] 

[Declaration  of  Disaster  Area  335] 

MAINE 

Declaration  of  Disaster  Area 

Whereas, .  it  has  been  reported  that 
during  the  month  of  May  1961,  because 
of  the  effects  of  certain  disasters,  damage 
resulted  to  residences  and  business  prop¬ 
erty  located  in  Aroostook  County  in  the 
State  of  Maine; 

Whereas,  the  Small  Business  Adminis¬ 
tration  has  investigated  and  has  received 
other  reports  of  investigations  of  condi¬ 
tions  in  the  area  affected; 

Whereas,  after  reading  and  evaluating 
reports  of  such  conditions,  I  find  that  the 
conditions  in  such  area  constitute  a 
catastrophe  within  the  purview  of  the 
Small  Business  Act. 

Now,  therefore,  as  Deputy  Administra¬ 
tor  of  the  Small  Business  Administration, 
I  hereby  determine  that: 

1.  Applications  for  disaster  loans 
under  the  provisions  of  section  7(b)  of 
the  Small  Business  Act  may  be  received 
and  considered  by  the  Offices  below  in¬ 
dicated  from  persons  or  firms  whose 
property,  situated  in  the  aforesaid 
County  and  areas  adjacent  thereto,  suf¬ 
fered  damage  or  destruction  resulting 
from  flood  and  accompanying  conditions 
occurring  on  or  about  May  16,  1961. 
Offices : 

Small  Business  Administration  Regional 
Office, 

Sheraton  Building, 

470  Atlantic  Avenue, 

Boston,  Mass. 

Small  Business  Administration  Branch 
Office, 

116  State  Street, 

Augusta,  Maine. 

2.  Applications  for  disaster  loans 
under  the  authority  of  this  Declaration 
will  not  be  accepted  subsequent  to  No¬ 
vember  30,  1961. 

Dated:  May  18^196] _ . 

C.  R.  Lanman, 
Deputy  Administrator. 

[F.R.  Doc.  61-5053;  Filed,  May  26,  1961; 

12:01  p.m.] 


[Declaration  of  Disaster  Area  337] 

INDIANA 

Declaration  of  Disaster  Area 

Whereas,  it  has  been  reported  that 
during  the  month  of  May  1961,  because 
of  the  effects  of  certain  disasters,  damage 
resulted  to  residences  and  business  prop, 
erty  located  in  Martin  County  in  the 
State  of  Indiana; 

Whereas,  the  Small  Business  Adminis¬ 
tration  has  investigated  and  has  received 
other  reports  of  investigations  of  condi¬ 
tions  in  the  area  affected; 

Whereas,  after  reading  and  evaluating 
reports  of  such  conditions,  I  find  that  the 
conditions  in  such  area  constitute  a  ca¬ 
tastrophe  within  the  purview  of  the 
Small  Business  Act. 

Now,  therefore,  as  Deputy  Administra¬ 
tor  of  the  Small  Business  Administra¬ 
tion,  I  hereby  determine  that: 

1.  Applications  for  disaster  loans 
under  the  provisions  of  section  7(b)  of 
the  Small  Business  Act  may  be  received 
and  considered  by  the  Offices  below  indi¬ 
cated  from  persons  or  firms  whose  prop¬ 
erty,  situated  in  the  aforesaid  County 
and  areas  adjacent  thereto,  suffered 
damage  or  destruction  resulting  from 
flood  and  accompanying  conditions  oc¬ 
curring  on  or  about  May  11  through  17, 
1961. 

Offices 

Small  Business  Administration  Regional 
Office, 

Bankers  Building,  Room  439, 

105  West  Adams  Street, 

Chicago  3,  Ill. 

Small  Business  Administration  Branch  Of¬ 
fice, 

Farm  Bureau  Insurance  Building,  Room 
721, 

130  East  Washington  Street, 

Indianapolis  4,  Ind. 

2.  Applications  for  disaster  loans 
under  the  authority  of  this  Declaration 
will  not  be  accepted  subsequent  to  No¬ 
vember  30,  1961. 

Dated:  May  18, 1961. 

C.  R.  Lanman, 
Deputy  Administrator. 

[F.R.  Doc.  61-5054;  Filed,  May  26,  1961; 
12:01  p.m.] 
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4425,  4448,  4515,  4516,  4606,  4607 

301 - - - - -  3771 

Proposed  Rules: 

154 _  4430 

17  CFR 

240 -  3810 

Proposed  Rules: 

210 -  3819 

18  CFR 

141_ _ 4398 

Proposed  Rules: 

2 _ _ _  4614 

116 - -  4165 

125 _ _ _  4156 

154 . . .  4002,  4615 

157 -  4002 

225 _  4156 

19  CFR 

4 _ _ _  4397 

5_ _ _ _  3987,4397 

6 _ _ _  4397 

10 _  4286 

24 _ _ _  4397,4516 


21  CFR 


120  _ 4013,4425 

121  _  3991, 

4014,  4197,  4286,  4359,  4425,  4636 

141a _  3991,4096 

146a _  3991 


